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JANUARY 1967
Both major stock exchanges endorse APB Opinion on 
Reporting the Results of Operations
The Accounting Principles Board’s recently issued Opinion No. 9, "Reporting 
the Results of Operations,” has received the backing of both the New York 
and the American Stock Exchanges. Opinion No. 9 requires that extraordinary 
items be included in the net income reported in the financial statements and 
recommends that earnings per share be disclosed in the statement of income. 
Manuel F. Cohen, Chairman of the Securities and Exchange Commission, has 
called the Opinion "a  long step forward and in the best traditions of the 
accounting profession.” The full text of the Opinion appears in the February 
Journal o f  Accountancy.
Tax committee will soon issue recommendations to Congress
The Institute’s committee on federal taxation will soon issue its latest booklet 
of recommendations for amendments to the Internal Revenue Code. The book­
let will be submitted to the House W ays and Means and the Senate Finance 
Committees. Among the almost 100 recommendations to be made are pro­
posals to provide for amortization of certain purchased intangible assets, an 
expanded definition of moving expenses and a deduction for reorganization 
expenses. The complete recommendations will be available in booklet form 
early this spring.
New PD program examines techniques for managing a CPA firm/page 12
CPAs who want to learn techniques for managing their practices can look to 
the Institute’s new professional development program, "Management for 
Results.” This week-long workshop, which recently had its first presentation, 
examines such matters as firm policies and long-range planning.
New MAP bulletin discusses purchase, sale and merger of accounting practices
The Institute recently published Management of an Accounting Practice Bul­
letin No. 22, Purchase, Sale and M erger o f  Small Accounting Firms. It 
discusses the need for growth by accounting firms and factors inhibiting or 
facilitating such growth. MAP 22 offers a step-by-step approach to the merger, 
purchase, or sale of a practice and also points out the factors to consider in 
determining its value. Members may purchase the bulletin from the Institute 
at $2.00 per copy.
2from  the E xecu tive D irector  
JOHN L. CAREY
Public Opinion in 1967
For many years, public relations has been one 
o f the important functions of the Institute. And 
during the past two years or so effort in this area 
has been increased.
Controversy makes news and as the public in­
terest in the profession has increased, it is natural 
for the press to concentrate on unresolved issues, 
rather than past accomplishments.
As a counter measure to the appearance of 
critical publicity in a volume to which the profes­
sion is unaccustomed, articles have been prepared 
by the Institute staff for magazines in the fields of 
banking, law, and financial analysis. Meetings 
have been held with writers of the financial and 
business press. Letters to editors have been sent 
to correct published misstatements of fact or 
prejudicial interpretations.
Press conferences have been held on the issu­
ance of Opinions by the Accounting Principles 
Board, and news releases distributed on the ac­
complishments of Institute committees. Channels 
of face-to-face communication with financial ex­
ecutives, industrial associations, stock exchanges, 
the SEC, and others have been established or put 
on a firmer, more regular basis. Corporate presi­
dents have been urged to concern themselves 
with the continued improvement of financial 
reporting.
Activities of this sort will be maintained and 
expanded. In addition, however, a significant 
contribution to public relations can be made by 
Institute members individually.
Members converse daily with people outside 
the profession— men and women who compose 
"the public.” Many are invited to give talks be­
fore service clubs and other local organizations. 
Some are interviewed from time to time by re­
porters. Others are asked to write articles for 
trade or business publications.
Certainly many of these occasions offer oppor­
tunity to communicate points which would make 
for fuller understanding of the profession:
1. Our entire economic system, involving as it 
does mass investment and elaborate credit mecha­
nisms, is heavily dependent on the reliability of 
financial statements. And a main bulwark of this 
reliability is the independent audit. W hile an 
auditor’s opinion is not a guarantee, it is an ex­
pert, objective judgment, based on an examina­
tion conducted in accordance with well-estab­
lished standards.
2. Anyone who considers the matter even casu­
ally will realize that in a company of any size it is 
impossible for an auditing firm to check every 
item. So the auditor’s judgment is based on ex­
amination of a company’s internal controls and 
on testing and sampling of transactions.
3. A company’s financial statements are ordi­
narily prepared with an assumption that the busi­
ness will continue indefinitely. Thus they require 
estimates as to future events and so cannot be the 
kind of exact measurement that could be made of 
a completed venture.
4. T he constantly changing nature of business 
— technically and in its legal environment— has 
required changes in accounting principles from 
time to time and has been a cause of diversity of 
practices. Some people, including CPAs, believe 
the profession has been slow in reducing the 
number of accepted alternative accounting prin­
ciples. But the profession’s objective is clear— to 
make like things look alike and unlike things 
look different. And the Accounting Principles 
Board is working at full speed, with important 
recent results.
5. Lawsuits against accounting firms with 
prominent clients make headlines. But suits can 
be brought whether warranted or not. None of 
the recent legal actions that have attracted pub­
licity has yet been tried, and people should not 
form opinions prior to judicial findings.
6. Basically, the accounting profession grows 
stronger each year. Recruits are better educated. 
Training programs are better. More members
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Announcing a New Series
Professional Development 
Individual Study Programs
Members of the American Institute can now participate in Professional 
Development programs which have been specially designed for individual 
study.
Covering subjects which lend themselves to this type of study and using 
various teaching methods, these new programs will permit you to work at the 
place and time of your own choosing and help you to increase your knowl­
edge and competence at whatever rate of learning is most convenient to you.
A N  A U D I T O R ’S A P P R O A C H  TO S T A T I S T I C A L  S A M P L I N G
The first of these Individual Study Programs consists of programed 
learning texts covering a subject that is becoming more and more important 
to auditors. It will help those who have no statistical background as well 
as those who have had an elementary course in statistics.
By following this system of programed self-study, you will be able to 
absorb thoroughly each point before going on to the next. You will conse­
quently have, upon the completion of each text, the kind of practical knowl­
edge and techniques which you can immediately apply to actual auditing 
situations.
In addition to the introductory text described below, there will be 
further texts on “attribute” and “stratified” sampling which are now in prep­
aration. Other texts covering more advanced subjects will be announced later.
1. An Introduction to Statistical Concepts 
and Estimation of Dollar Values
This programed learning text will introduce you to certain basic statis­
tical concepts and show how you, as an auditor, may use unrestricted random 
sampling to estimate dollar values.
You will learn, for example, how to select a preliminary sample . . . use 
a random number table . . . calculate the standard deviation of a sample . . . 
determine the required sample size . . . and, finally, evaluate the results of 
your estimate in terms of its “precision” and “reliability.”
Admittedly, this may seem like a large order, especially for the be­
ginner. But since the text emphasizes the practical rather than the theoretical 
side of statistics, you will find that you will be able to digest this important 
body of knowledge with only a small expenditure of time (approximately 
8-10 hours).
You may order the individual study text covering An Introduction to 
Statistical Concepts and Estimation of Dollar Values — together with sup­
plementary workbook including worksheets and reference materials — by 
filling out and returning the coupon on the reverse side. List price $6.25.
DISCOUNT PRICE TO A ICPA  MEMBERS— $5.00
(Please See Reverse Side)
Professional Development 
Individual Study Programs
AN AUDITOR’S APPROACH TO STATISTICAL SAMPLING 
No. 1: An Introduction to Statistical Concepts 
and Estimation of Dollar Values
CONTENTS
1. Specifying the Sampling Objectives
2. Basic Random Sampling Procedure
3. Selecting the Preliminary Sample
4. Sample Mean and Standard Deviation
5. Standard Error, Precision, and Reliability
6. Determination of Sample Size
Plus Supplementary Workbook 
Including Worksheets and Reference Materials
AICPA MEMBER DISCOUNT ORDER FORM
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, p ostp aid ................copies of your new Professional
D e v e lo p m e n t In d ivid u al S tu d y  Text, A n  I n tro d uctio n  to  St a t is t ic a l  C on ­
c e p t s  and  E s t im a t io n  o f  D o l l a r  V a l u e s  (6011), a t th e  sp ecia l AICPA 
member d isco u n t p rice  of $5.00 e a ch . Payment is en closed .
□  Check here if you also wish to receive a special post binder (6010) for this 
series at the discount price of $3.60.
m e m b e r ’s n a m e ______________________________________________________________________
F IR M ______________________________________________________________
( If part of mailing address)
ADDRESS___________________________________________________________
CITY___________________________ STATE__________________ZIP CODE___
(Please add 5 percent sales tax in New York City. Elsewhere in New 
York State, add 2 percent state tax plus local tax if applicable.)
5are participating in professional development 
courses. Auditing and reporting standards are 
constantly refined. Intra-professional disciplinary 
procedure is being strengthened. Communica­
tions within the profession are continually im­
proving. Resources in terms of both manpower 
and money are greater than ever. The Institute, 
for example, today has 58,000 members as com­
pared with a little over 10,000 twenty years ago.
No member of the Institute need apologize for 
his profession. It compares favorably with any. 
Much of the negative publicity of recent years 
has been due to a lack of understanding on the 
part of nonaccountants as to what accounting 
and auditing can and cannot do, and what re-
Ethics committee answers questions on.... . . Seminars h r  non-client bankers, lawyers
Q. A member asks whether it would be proper 
for his firm to sponsor for the benefit of 
local non-client members of the financial 
community, a seminar whose theme would 
be the significance o f the CPA ’s audit func­
tion and reporting standards. N o attempt 
has been made to have the state CPA society 
sponsor the program.
A. The conduct of such a seminar would not 
violate the rules against advertising and so­
licitation; and while state society sponsor­
ship is desirable, a firm would not be re­
quired to request a state society to sponsor 
the seminar before the firm would be per­
mitted to do so. However, invitations should 
be limited to clients and individuals with 
whom professional contacts are maintained, 
such as bankers and clients’ lawyers.
. . . Directory listings
Q. The committee was asked whether CPAs 
who are members of a local Chamber of 
Commerce may have their names listed in 
the classified section of the membership 
directory. The directory, which is entitled 
"Buyers Guide,” is circulated extensively.
A. In the committee’s view, Section 2c of 
Opinion No. 11 permits CPAs who are 
members of a Chamber of Commerce to be 
listed in the classified membership directory, 
provided that all members of the Chamber 
or Association are listed and listings are not
sponsibilities CPAs can and cannot assume. If  
every member would undertake to make the 
points listed above, whenever an appropriate op­
portunity presented itself, 1967 could be a year 
of rapidly improving public opinion.
One result of recent publicity, which has by no 
means been wholly unfavorable, is that it has 
focused on the profession a degree of interest 
which was not there before. W ith  a newly atten­
tive audience, the time has come for us to stress 
the affirmative. I have a feeling that the pendu­
lum is swinging back from extreme criticism to 
respectful and responsible judgment of what the 
CPA profession is doing. The members of the 
profession, each in his own circle, can accelerate 
that change.
obtained by the payment of a special fee. 
Further, the committee believes that CPAs 
should not be listed in a classified directory 
of a specialized trade association when the 
listing would imply proficiency in the type 
o f business involved.
. . . Independence, bonds as financial interest
Q. A member asks about the independence of 
a CPA firm in each of the following sets of 
circumstances:
1. The firm audits a municipal authority 
operated as an independent agency whose 
books and records are separate from the 
regular municipal records. The outstanding 
bonded indebtedness is $2,500,000. Part­
ners of the firm own directly or control 
indirectly $25,000 of the bonds.
2. The firm audits a municipal authority 
which is managed by appointed commis­
sioners but whose receipts, expenditures and 
records are handled by municipal officials. 
The outstanding bonded indebtedness of the 
authority is $700,000. The firm owns or 
controls none of the debt of that authority 
but it has an investment in other bonds of 
the municipality.
A. W hen a CPA is a creditor of a company on 
whose financial statements he expresses an 
opinion, he is not necessarily to be consid­
ered lacking in independence on the ground 
that he has a direct financial interest in the
6company. The committee is unwilling to 
lay down a general principle that would 
cover various kinds o f indebtedness. It 
feels that each such situation should be 
judged in relation to all the pertinent cir­
cumstances. For example, the point was 
made that an unpaid fee might be regarded 
as a financial interest in the client, but this 
of course need not have any effect on the 
auditor’s independence.
Legal developments in Utah, Delaware
The Attorney General of Utah has ruled that 
a person who is not a licensed accountant may 
prepare a financial statement or do any other ac­
counting work that requires expert knowledge in 
accounting, provided that (1 )  he does not hold 
himself out to the public as a licensed accountant 
and that (2 )  he does not sign financial state­
ments with any wording indicating that he is an 
accountant or auditor or that he has expert 
knowledge in accounting or auditing. The A t­
torney General concluded that a person could 
prepare financial statements and sign his name, 
using the designation "bookkeeper.” The pro­
vision in Utah’s accountancy law on which this 
opinion was based is similar to the Institute’s 
Form of Regulatory Public Accountancy Bill.
The Delaware State Board of Accountancy has 
issued new regulations providing for annual part­
nership registration and specifying causes for 
which a partnership permit may be revoked. The 
Board has deleted the requirement that before 
an out-of-state CPA may obtain a Delaware cer­
tificate his state must extend the same privilege 
to Delaware CPAs. The Delaware Board has 
also issued a comprehensive code of professional 
ethics patterned after the codes of ethics of the 
Delaware Society of CPAs and the AICPA.
Decline in CPA papers
The number of papers written by CPA candi­
dates has decreased for the second consecutive 
examination. In November 1966, 59,934 papers 
were written by 16,862 candidates, compared 
with 61,217 papers written by 17,194 candidates 
in November 1965. In May 1966, the number of 
papers and candidates represented a decrease 
from May 1965.
According to AICPA examinations director 
W illiam  Bruschi, who has chief responsibility for
W ith  respect to the two specific situations 
the committee feels that in the first illustration 
the interest constitutes a direct financial interest 
and the materiality of the interest is not at issue. 
In these circumstances the firm, in the commit­
tee’s opinion, could not be considered inde­
pendent. W ith respect to the second set of 
circumstances, the committee believes that the 
interest is indirect and consequently the test of 
materiality should be applied.
preparing and grading the Uniform CPA Exam­
ination, "the widespread decreases may be at­
tributable to the induction of candidates into the 
armed forces and to the increase in the number 
of students going on to graduate school and de­
ferring taking the CPA examination.”
In November 1966, twenty-five states had less 
papers and candidates than the preceding year. 
California had the greatest decreases— 405 fewer 
candidates and 1,771 fewer papers.
Robert E. W itschey
Robert E. Witschey, president of the Ameri­
can Institute in 1962-63, died on December 24 of 
a heart attack. He was 58 years old.
Mr. W itschey was senior partner and founder 
of the accounting firm of Witschey, Harman & 
W hite in Charleston, W est Virginia.
Both before and after his term as president, 
Mr. Witschey was exceptionally active in Insti­
tute affairs. At the time of his death, he was a 
member of the Accounting Principles Board and 
of the ethics committee. Mr. W itschey’s many 
other committee activities included service as 
chairman of the committees on local practition­
ers and relations with public accountants. He 
also served as a member of the Trial Board. He 
was a member of the committee on the CPA 
Handbook, published in 1952, and author of the 
Handbook chapter on "Building and Keeping a 
Clientele.”
W hile still a young man, Mr. W itschey served 
as president of the W est Virginia State Society 
of CPAs and, while president, served as chair­
man of the Middle Atlantic States Accounting 
Conference. He was appointed last year as an ad­
viser to the Commissioner of Internal Revenue.
7from  the M anaging D irector  
JOHN LAW LER
The Role of the Staff in Institute Activities
The Institute’s work gets done, for the most 
part, in two ways: by the full-time staff of some 
200 people, and by a collaborative effort on the 
part of committees and staff.
The regular chores of the staff are seldom 
highlighted because they are rarely dramatic. Y et 
an enormous amount of this quiet work is per­
formed. On a typical day, for example, more 
than 200 outside telephone calls will be handled; 
some 50 visitors will be received; 1600 pieces of 
mail will arrive— and four times that number 
will be sent out of the office; the library will 
respond to a hundred inquiries and ship out 85 
books on loan to members.
Nor is this the full story.
The staff on that typical day will be supervis­
ing a force of 105 graders reviewing some 60,000 
individual papers from the last CPA examina­
tion; writing or editing, designing and proof­
reading several of the two dozen books and 
pamphlets issued each year; preparing or revis­
ing some of the dozen or more new courses to be 
introduced into the professional development 
program over the next year; keeping track of 
scores of bills in Congress which could have an 
impact on the profession’s future; fulfilling some 
of the 125 speaking engagements handled each 
year; and conferring with literally hundreds of 
people— members and educators, financial edi­
tors and government officials, state society execu­
tives and the staffs of other professional and 
trade associations, legal counsel and insurance 
advisers, Congressmen and public relations con­
sultants, representatives of the United Nations 
and visitors from abroad.
These statistics may not be very impressive in 
themselves; but they help to point out that much 
of the work of the Institute is often invisible be­
cause— like the bulk of an iceberg— it is beneath 
the surface.
But there can be little doubt that a substantial 
amount of the really significant work of the Insti­
tute is a joint effort of committees and staff.
It is true, of course, that committees are often 
the target of derisive comments— many o f them 
coming from frustrated committeemen. But the 
fact of the matter is that committees are obvi­
ously important in any sizable organization—  
and they are absolutely essential in a professional 
society whose performance can affect, for good 
or evil, the welfare of its members.
The contribution of Institute committeemen 
is deeply impressive even to someone, like my­
self, who has been in a position to observe it over 
an extended period. During the current year, 
nearly 600 members served on some 60 commit­
tees —  not including an equal number on the 
membership committee. Based on admittedly 
inadequate research, I would estimate that the 
committees held more than 250 meetings last 
year; that committee members devoted at least
10,000 man-days of work to the Institute; that 
this represents a contribution at regular per diem 
rates which would exceed a quarter of a million 
dollars; and that if out-of-pocket expenses had 
been charged to the budget, the Institute would 
now be in dire financial trouble.
Service of committee members
But any effort to apply a dollar figure to this 
volunteer service by members is a rather fruitless 
exercise, for their contribution through commit­
tee work is literally beyond price. T h e skill, 
knowledge and experience which they can bring 
to their committee assignments— their own indi­
vidual insights and the collective wisdom of their 
firms— cannot be purchased. Only the Institute 
on the national level, and the state societies on 
the local level, have access to this rich intellectual 
resource —  this seemingly inexhaustible well- 
spring of energy.
In making these observations, however, I do 
not want to suggest that a committee does not 
involve any expenditure of Institute funds.
It certainly does.
The drafting o f its statement of objectives, the 
selection of its personnel, the notification of ap­
pointment, the arrangements for its first meeting, 
the development of the agenda, the preparation 
of minutes and reports— all these and similar 
tasks generally involve a major commitment of 
staff time— and that means money.
Thus a decision to establish a committee 
should not be lightly made— particularly in view
8of the curious fact that committees soon develop 
a form of immortality. They seldom die nor, like 
old generals, even fade away. Consequently, 
it is important before one is created to have a 
reasonable amount of assurance that the mission 
assigned to it is one which can only be accom­
plished, or at least can best be accomplished, 
through committee deliberations.
Perhaps the most baffling aspect of this sub­
ject, however, is the relationship of staff to 
committees.
This is a complex issue for a simple reason: it 
concerns human beings— those wonderously di­
verse, those infuriatingly difficult creatures; and 
I am talking here not alone about committee 
members, but about all of us on the staff as well.
Variations in staff duties
It is conceivable that some charter of rights 
and duties might be written for the staff which 
would clarify its role in some measure; but I 
doubt if any document can ever be devised which 
will resolve all of the problems for all time. For 
even if it were a miracle of clarity and complete­
ness, it would still have to be applied— and ap­
plied by people under constantly changing con­
ditions.
This situation is further complicated by the 
absence of any common pattern of committee- 
staff relationship. The staff serves as a mere aid 
to some committees; it participates fully in the 
substantive work of other committees; it operates 
with considerable autonomy under broad policy 
surveillance of still other committees. As a mat­
ter of fact, the committee-staff role is occasionally 
reversed, with the committee assisting the staff, 
rather than the staff aiding the committee, to 
carry out a continuing program.
These variations in the functions to be per­
formed by the staff require a high degree of 
adaptability on the part of the staff— for the same 
man may be required to operate differently in 
working with different committees.
But adaptability is not the only quality needed 
by a staff man and expected of him.
He needs to be imaginative in anticipating 
problems that merit attention and in formulating 
proposed solutions for them.
He needs to be receptive to the ideas of others, 
without becoming a servant at the command of 
each and every member.
He needs to be persistent in counteracting the
natural tendency of any organization to postpone 
hard decisions.
He needs to be courageous in questioning ap­
proaches which he believes may be ill-advised or 
no longer valid— while always recognizing that 
the ultimate authority for making the decisions 
rests with others.
He needs to be persuasive— not alone in advo­
cating his own views within the policy-making 
bodies of the Institute, but in gaining an ade­
quate hearing for the views of all segments of the 
membership.
The staff man ought, in other words, to be­
come an expert in the rather mysterious art of 
achieving results through people— of promoting 
effective group action. It hardly needs to be 
added that the present staff makes no claim to 
have mastered this skill. On the contrary, we 
have decided that we need a little professional 
development of our own along these lines, and 
we have begun to plan a workshop on committee 
operations and staff responsibilities for those of 
us who regularly serve committees.
Over the years, inevitably of course, we have 
lost a number of valuable employees. Some de­
partures from the staff are naturally inevitable; 
but for the good of the order, they ought not to 
occur because the impression has been allowed 
to grow that the Institute is a professional dead­
end. It ought to strive continuously to persuade 
first-rate people— by deeds as well as by words—  
that the Institute offers a challenging opportunity 
for personal growth.
Relations between members and staff
But perhaps the most vital factor in attracting 
good people to the staff and in retaining them is 
an atmosphere of mutual confidence between 
members and the staff.
I am sure that I speak for all the staff when I 
say that the existence of this mutual confidence is 
a great source of inspiration.
W e regard ourselves— and we think you re­
gard us— as something more than mere hirelings 
engaged to do your bidding.
W e believe— and you have repeatedly demon­
strated to us that you share our conviction— that 
we are respected associates of yours in a common 
endeavor to promote the welfare of the account­
ing profession.
W e assume— and you have often encouraged 
us to assume— that you rely heavily upon us to
New Publication Announcement
Management Services Technical Study No. 4
Analysis for Purchasing and 
Financing Productive Equipment
“ T h e vaunted productivity of A m erican factory workers 
seems to be leveling off after a long, steep clim b.”
T h e  W a l l  S t r e e t  J o u r n a l
This significant statement — based partly on figures released for the 
third quarter — highlights an apparent trend which may have a pronounced 
effect on capital spending during the months ahead.
Traditionally, periods which are characterized by tight money, rising 
wages, and a drop in productivity gains ultimately produce a squeeze on 
profits. Under such conditions, however temporary, management must use 
extreme care in determining exactly how much and what kind of capital 
spending should be undertaken.
As a CPA, therefore, you should find the technical study described below 
of particular interest at this time — especially since it deals with a subject 
which may be of critical importance to the operational and financial well­
being of a business.
Analysis for Purchasing and Financing Productive Equipment — This prac­
tical, down-to-earth study examines the various ways in which the CPA may 
use his knowledge to help clients carry out a well designed and well exe­
cuted capital expenditure program.
Recognizing that even under the most favorable economic conditions, 
such programs may involve substantial risk extending over several periods, 
the study emphasizes the importance of carefully analyzing cash flows and 
alternative methods of financing in order to arrive at the best possible invest­
ment decisions.
Just how difficult this can be is vividly reflected in several actual case 
studies which demonstrate the problems that may be encountered in differ­
ent types of businesses. They show how the CPA may use various analyses 
to help clients achieve their objectives while avoiding investments which 
might prove to be ill-conceived or poorly timed. List price $3.00.
EARLIER STUDIES IN THIS SERIES
No. 1: Cost Analysis for Product Line Decisions 
No. 2: Cost Analysis for Pricing and Distribution Policies 
No. 3: Analysis for Expansion or Contraction of a Business
DISCOUNT PRICE TO AICPA MEMBERS— $2.40 EACH
(Please See Reverse Side)
MANAGEMENT SERVICES TECHNICAL STUDIES
Earlier Studies Available
These studies off er you an opportunity to develop — through self-teaching — 
greater competence in handling certain types of business advisory problems which 
you are likely to encounter in the course of management engagements.
Each study includes text materials followed by comprehensive discussions 
of a number of actual cases. In each case, you will review a real client situation 
and then consider how you would handle such questions as quantitative analysis 
of the data . . . approach to the job . . . fee estimates . . . man-day requirements, etc.
You will then be shown how the case was actually dealt with and thus be 
able to compare your own analyses, conclusions and recommendations with those 
which were developed.
No. 1: Cost Analysis for Product Line Decisions — This introduction to pricing 
decisions deals with cost behavior and prediction and examines some of the prob­
lems that arise in determining a useful measure of product costs. It demonstrates 
the major factors to be considered and shows how analytical skills may be applied 
to identify cost and profit relationships even under obscure conditions.
No. 2: Cost Analysis for Pricing and Distribution Policies — This study describes 
and illustrates the various types of analyses which CPAs may be called upon to 
perform in the pricing area. It discusses some of the theoretical concepts that are 
applicable in dealing with pricing problems and demonstrates how these concepts 
may be used in actual business situations.
No. 3: Analysis for Expansion or Contraction of a Business — This study examines 
the many factors which must be analyzed and weighed before a decision is made 
to expand or contract a business. It emphasizes the importance of defining long-term 
strategy and of evaluating management’s capabilities and it shows how the CPA 
may use his skills to determine what changes in revenues, costs, and capital re­
quirements will result under certain conditions.
AICPA MEMBER DISCOUNT ORDER FORM
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, p o stp aid ........... copies of A n a l y sis  f o r  P u r c h a s­
ing  and  F in a n c in g  P ro d uctiv e  E q u ip m e n t  ( 0694 ) at $2.40.
m e m b e r ’s n a m e ______________________________________________________________________
f i r m __________________________________________________________________________________ _
( If part of mailing address)
ADDRESS_______________________________________________________________________________
CITY_________________________________STATE_______________ ZIP CODE__________________
Also send the following earlier studies at the discount prices shown ...
_____ No. 1: Cost Analysis for Product Line Decisions (0691) at $2.40
_____ No. 2: Cost Analysis for Pricing and Distribution Policies (0692) at $2.40
_____ No. 3: Analysis for Expansion or Contraction of a Business (0693) at $2.40
_____ Post Binder (0690) at $2.40
(Please add 5 percent sales tax in New York City. Elsewhere in New 
York State, add 2 percent state tax plus local tax if applicable.)
11
do our best to help you do your best in advancing 
our shared objectives.
W e feel— and you have given us no reason to 
feel otherwise— that a responsible challenge to 
prevailing attitudes is not a form of disloyalty 
nor that a difference of view between us on some 
issue is a personal affront.
This is the kind of environment in which men 
and women of quality can flourish.
The governmental structure of the Institute
and its operating procedures may have to be 
altered from time to tim e; the people in positions 
of responsibility may change with the passage of 
years; the goals sought by the organization may 
have to be modified again and again to reflect the 
constantly evolving needs of the profession.
But if that atmosphere of mutual respect be­
tween members and staff is preserved, I am con­
vinced there will be no need for concern. The 
Institute will then have strength to meet any test.
Whole dollar accounts recommended
Robert M. Trueblood was too kind to the ac­
counting profession in his remarks to Council 
which were sent to all Institute members last sum­
mer. He stated that we, accountants, may have 
aided and abetted a misconception regarding fi­
nancial statements, which in turn is one of the 
reasons why CPAs are subject to so much com­
ment and criticism in the press. In my opinion, we 
are responsible for having established the miscon­
ception in the first place, and have done our ut­
most to perpetuate it ever since. Mr. Trueblood 
rightfully points out that financial statements 
usually appearing in annual reports are all- 
purpose summary statements. I am also certain 
he is right when he says that few nonaccountants 
understand that precision in an income statement 
for a single year is unattainable. Further, that we 
accountants have not made it clear that many esti­
mates and judgments are involved in the prepara­
tion of financial statements.
W hat have we done to make it clear that 
financial statements are probabilistic in nature? 
Turn for a moment to the published statements 
approved by General M otors’ CPAs. W e find, 
with a business whose sales are in excess of $20 
billion a year, that items such as cost of sales are 
recorded right down to the last dollar. Depreci­
ation expense, which possesses a great potential 
for error in judgment, is listed for an amount in 
excess of one half billion dollars; and, again, it 
is recorded right down to the last dollar. W hat 
else could we possibly do to impress the reader 
of a financial statement with the extreme accu­
racy o f our work? How could we expect him to 
accept these figures as only our best estimate?
Why don’t we stop kidding ourselves and de­
luding the readers of the financial statements? 
Let us adopt a policy of rounding off all figures
in operating statements that involve estimates, to 
not more than four significant digits. W e should 
then add a short statement to our opinion setting 
forth the reason these figures have been rounded.
Robert L. Metcalf, Jr., CPA 
Ernst & Ernst, Columbus, Ohio
Sam uel R. Hepworth
Samuel R. Hepworth, Professor of Accounting 
at the University of Michigan, Ann Arbor, died 
suddenly in New Y ork City on January 4. He was 
46. At the time o f his death, Professor Hepworth 
was working with the American Institute’s ac­
counting research division on two research 
studies. He will be listed as coauthor, with re­
search division director Reed K. Storey, of the 
study on intercorporate investments and as author 
of the study on foreign operations when they 
are published late this year or in early 1968.
He was the coauthor, with Frank P. Smith, 
then Director o f the Bureau of Business R e­
search of the University of Michigan, of Stand­
ards o f  Education and Experience fo r  Certified  
Public Accountants, published by the university 
in 1956. This report, which preceded the Com­
mon Body of Knowledge Study, was prepared 
under the auspices of a commission of the same 
name proposed by the Institute in 1952.
Professor Hepworth had been a member of 
the AICPA committee on long-range tax policy. 
He was the author of Reporting Foreign O pera­
tions, published in 1956 as part of the University 
of Michigan Business Studies series, and had 
written articles for various professional publica­
tions, including T he Journal o f  Accountancy.
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"Management for Results" bows in Washington, D. C.
A pilot presentation of a new AICPA profes­
sional development program, "Management for 
Results,” was held December 5-9 in W ashington, 
D.C. During that time, the twenty-four partici­
pants were involved in such activities as a rumor 
clinic, small group discussions, and problem­
solving and role-playing exercises. In this way, 
they became acquainted with materials and tech­
niques concerned with communication, human 
relations and management practices.
Before the workshop began, each participant 
received a questionnaire on which to list topics 
of interest and concern. Later in the week, by ap­
plying the management concepts they learned 
during the first two days, the participants them­
selves developed an agenda using these topics as 
a base. The topics chosen were: how to organize 
a partnership; partnership functions; making the 
partnership work; partnership agreements; staff 
recruitment, retention and motivation; how to 
evaluate standards of performance; salary sched­
ules; professional development; and growth of 
a firm.
During the program, the participants com­
pleted a check list for reviewing management
practices in a CPA firm. The questionnaire cov­
ered such matters as communication procedures 
between partners and staffmen, employee mor­
ale, work planning and scheduling, firm policies 
and supervisory practices. The results obtained 
were discussed by the participants to determine 
where improvements could be made.
One of the final activities of the group was to 
set one or more "targets” to be met by each par­
ticipant’s own firm in the coming six months. As 
a result of a request by the participants, a two- 
day follow-up meeting will be held under the 
auspices of the Institute in December 1967.
The program was conducted by Mr. Hugh 
Gyllenhaal, a specialist in organization develop­
ment and management training. Mr. Gyllenhaal 
has worked with the professional development 
division in developing the programs on "H ow  T o 
M anage,” "H ow  T o Increase Staff Efficiency,” 
"Improving Client Relations” and "Effective 
Communication."
In 1967, the professional development divi­
sion plans to hold the workshop three times in 
other areas of the country. Further information 
can be obtained from the American Institute.
t h e  JANUARY 1967
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Executive Committee Meeting Highlights
The executive committee held a three-day meeting on February 1-3 in Chi­
cago, despite the worst blizzard in the city’s history.
Among the subjects considered were problems of accountant’s legal lia­
bility, the growing financial needs of the Institute to support an expanding 
program of activities, possible changes in the annual study of Accounting 
Trends and Techniques, and approval for exposure of an ethics committee pro­
posed revision of Opinion No. 7 on data processing services (see p. 3 ).
In addition, the executive committee authorized a small annual contribu­
tion to continue the American Thrift Assembly (which worked for amend­
ment of the Keogh Bill) on a stand-by basis, approved a continuing study of 
the possibility of arranging APB Opinions in an indexed loose-leaf service to 
facilitate the location of all recommendations relating to any specific subject, 
and endorsed a proposal for holding a national conference on ethics and pro­
fessional discipline in New York next fall.
Guy Trump, the Institute’s director of education, appeared before the com­
mittee to review several major projects in the educational area— including a 
study of recruits for accounting conducted for the AICPA by the Bureau of 
Applied Social Research at Columbia University and a series of seminars for 
educators and practitioners on the Study of the Common Body of Knowledge, 
to be published next month under the title, Horizons for a Profession.
Exposure draft of "Unaudited Statements" out for comments
An exposure draft of a proposed Statement on Auditing Procedure dealing 
with "Unaudited Statements” has been distributed for comment by the Insti­
tute’s committee on auditing procedure. It is intended to supersede paragraphs 
17 and 18 of Chapter 10 of Statement No. 33. Copies of the exposure draft 
were sent to all state society and local chapter presidents and committees on 
auditing procedure, as well as to the Securities and Exchange Commission, 
stock exchanges and other interested parties. The Statement’s purpose is to 
recommend ways in which the CPA can make it clear that he has not examined 
and takes no responsibility as an auditor for unaudited financial statements 
with which his name is associated. The deadline for comments is April 1.
PD division plans workshop on corporate income tax returns/page 5
The Institute’s professional development division will hold the first presenta­
tion of its Workshop on Corporate Income Tax Returns (including Sub­
chapter S corporations) on June 1-2. It will cover such matters as multiple 
surtax exemptions, net operating losses, and methods of tax planning.
2Medicare: model contract for using CPAs as auditors to be issued soon
The Social Security Administration’s Bureau 
of Health Insurance will soon release a model 
contract for use by fiscal intermediaries (usually 
insurance firms) to engage independent public 
accountants as their auditors under the Medicare 
program.
Prior to the adoption of the model contract, 
the Institute’s committee on Medicare met with 
representatives of the Social Security Adminis­
tration, the Department o f Health, Education 
and W elfare, and the Blue Cross Association, to 
discuss the contract.
Among the provisions o f the model contract 
are:
• T h e audit of each provider o f services shall 
be conducted annually, with the audit report 
submitted to the intermediary within ninety days 
(with certain extension provisions) after the 
date on which the intermediary has furnished the 
audit firm with the cost report of the provider 
of services.
• In discharging the audit, the auditor of the 
provider may rely on the opinion of the pro­
vider’s auditor. However, the intermediary may 
instruct the audit firm to include audit work cov­
ered by such opinion.
• W here the intermediary instructs the audit 
firm to perform so limited an audit that the audit 
firm is not able to express an overall opinion as 
to the fairness of reasonable costs, the audit 
firm’s report to the intermediary shall be limited 
to a summary of the audit work actually per­
formed and a listing of any matters noted in 
such examination which would reflect on the 
fairness o f reasonable costs.
• T h e audit firm should conduct its audits of 
such providers of services in accordance with 
generally accepted auditing standards applica­
ble in the circumstances. As a minimum, such 
audits should be in accordance with the require­
ments o f the audit guidelines and instructions 
issued by the Secretary of Health, Education and 
W elfare. The Institute’s committee on Medicare 
has had many meetings on this matter and is con­
tinuing its work to resolve the other remaining 
problems.
New York and American Stock Exchanges endorse new APB Opinions
As the January edition of The CPA went to 
press, it was learned that both the New York 
and American Stock Exchanges had endorsed the 
Accounting Principles Board’s Opinion No. 9 : 
"Reporting the Results of Operations.” How­
ever, full details on these endorsements were not 
then available.
On January 23, G. Keith Funston, President o f 
the New Y ork Stock Exchange, issued a letter to 
all listed companies which cited the three recent 
Opinions of the A PB— No. 8 : "Accounting for 
the Cost of Pension Plans,” No. 9, and No. 10: 
"Omnibus Opinion — 1966” —  as representing 
"a  major step toward fulfilling the need for 
greater comparability in financial reports to 
shareholders and the investing public.” H e also 
urged t hese companies to follow the principles 
and procedures outlined in these Opinions in
preparing their 1966 annual reports "wherever 
this is feasible,” even though the Opinions 
actually apply only to years beginning after 
December 31, 1966.
On the same day, Ralph S. Saul, President of 
the American Stock Exchange, sent a letter to the 
presidents of all companies listed on the Amex 
which called attention to A PB Opinions No. 9 
and N o. 10. H e stated that "the Exchange ear­
nestly hopes that the principles and methods set 
forth in these Opinions will, if practicable, be 
adopted by listed companies in the preparation 
of financial statements to be included in annual 
reports for the year 1966 and in 1967 interim 
earnings reports.”
The full text of both these letters will appear 
in the Statements in Quotes section of the March 
issue o f The Journal o f  Accountancy.
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Ethics Opinion on data processing services submitted for comment
Exposure Draft of Revised Opinion No. 7 
Data Processing Services
Acting under its authority to interpret the 
Code of Professional Ethics, the Institute's com­
mittee on professional ethics has approved for 
exposure the following proposed revision of 
Opinion No. 7. The committee would welcome 
members’ comments on the draft Opinion.
Inquiries have been received as to the appli­
cability of the Code of Professional Ethics to 
data processing services.
Some members propose to offer a full range 
of data processing services only to practicing 
public accountants; others, to offer such services 
directly to the general public; and some propose 
to serve both the public and the profession. Some 
members would offer data processing services 
through their existing public accounting prac­
tice; others would offer these services through a 
separate partnership, and still others suggest that 
the corporate form is preferable for such activi­
ties.
Whether data processing services are offered 
to other practitioners or to the general public, 
the same basic services are usually offered. These 
include the accumulation of data to be used for 
accounting purposes and statistical studies, main­
tenance of accounts, and bookkeeping services. 
The committee has long held that services of 
this type are similar to the "write-up” work in 
bookkeeping services rendered by many public 
accountants, and therefore, when offered to the 
public, are "services of a type performed by pub­
lic accountants” (Rule 4.05).
This means that in performing such services 
for the public, members must abide by the Insti­
tute’s By-Laws and Code of Professional Ethics 
even though services of this type are also offered 
by non-professional commercial operations not 
bound by ethical rules.
A member may individually or in partnership 
with other persons engaged in the practice of 
public accounting as a principal occupation per­
form the full range of data processing services 
for other practitioners and for the public. When 
such services are performed for the public, they
are considered to be those of a type performed 
by public accountants and a member may not 
advertise, solicit (except from other practi­
tioners), or practice in corporate form (Rule 
4.05), nor may he hold himself out on letter­
heads, cards, signs, etc., in directory listings or 
through the partnership name as specializing in 
a particular service (Opinion No. 17).
A member who offers data processing services 
to practicing public accountants only is not con­
sidered to be offering accounting services to the 
public and accordingly, would not be prohibited 
from becoming an officer, director, stockholder 
or agent of a corporation engaged exclusively in 
that activity. Since advertising comes to the at­
tention of the general public it would be per­
missible to circularize other practitioners, only in 
letter form, announcing that the necessary equip­
ment and expertise are available for their clients’ 
benefit, but are not available directly to the 
public.
A member may be a stockholder in a corpo­
ration offering data processing services to the 
public, provided the financial interest of all per­
sons engaged in the practice of public account­
ing as a principal occupation does not constitute 
a controlling interest in the corporation. In addi­
tion, if the member is engaged in the practice of 
public accounting as a principal occupation his 
interest must be solely that of an investor, he 
must not take any part in the management of the 
corporation, the fact that he is a CPA must not 
be used in promoting or advertising the services 
of the corporation and the corporation must not 
be used as a feeder to the member’s practice.
The offering of "block time” on data process­
ing equipment does not in itself constitute the 
practice of public accounting since it does not 
entail systems design, programing or service of 
any kind; what is being offered is the use of 
the equipment only. Accordingly, the ethical re­
straints do not apply, the corporate form may be 
employed for owning or leasing equipment, and 
the availability of "block time” may be an­
nounced to the public through general advertis­
ing and solicitation. In such promotional activi­
ties, however, the names of the CPAs or even the 
fact that CPAs are involved must not be dis­
closed.
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4Registration deadline nears for Ninth International Congress of Accountants
If you’re still just thinking about attending the 
Ninth International Congress of Accountants in 
Paris on September 6-12, time is running out. 
April 1 is the registration deadline for the 
Congress, whose theme is "The New Horizons of 
Accounting.”
Last month, official registration forms and pro­
grams went out to almost 700 Institute members 
who have expressed an interest in attending the 
Congress. Members who want to be included in 
the Europe-bound group should contact the In­
stitute’s professional relations division.
The registration fee is 400 francs (approxi­
mately $80) for members and 200 francs (ap­
proximately $40) for members’ wives, children 
or guests. These fees are not all-inclusive since 
an extra charge will be made for some of the 
planned entertainment events, luncheons and 
weekend sightseeing tours.
The Congress will examine three aspects of 
the profession— the economic, geographical, and 
the scientific and technical. It will also consider 
the role and training of tomorrow’s accountant.
Technical sessions will cover fourteen topics, 
including:
• The contribution of accounting practitioners 
to the resolution of economic problems at the 
governmental level
• The international harmonization of account­
ing principles
 • Important factors in the decision to invest in 
one country rather than another
• The task and training of the accountant of 
tomorrow
• Present and anticipated changes in accounting 
practice and concepts due to the introduction 
of new techniques.
The fourteen technical topics will be discussed 
by selected international reporters at plenary ses­
sions and by selected national reporters in smaller 
groups. The official languages will be Eng­
lish, French and German, with simultaneous 
translation.
Prior to the Congress, all registrants will re­
ceive the International Reports on the fourteen 
technical subjects and may submit questions for 
consideration.
Evening entertainment and sightseeing events 
are scheduled for members; afternoon activities 
are planned for those accompanying members to 
the Congress. These include various tours of 
Paris, an evening dinner-concert on board a 
"bateau-mouche” cruising along the River Seine, 
and a gala ball on the closing night of the Con­
gress. Also, guided tours are available for the 
weekend of September 9 and 10. Members may 
choose from such planned excursions as a trip to 
the Loire chateaus or the French Riviera.
For members interested in combining this trip 
with a tour of Europe, the Institute has made 
special arrangements with the Travel Centre of 
Washington, D.C., for two 21-day tours (in­
cluding the Congress). Interested members 
should write directly to Mr. Lincoln T. Miller, 
Director, The Travel Centre, Inc., 1030 15th 
Street, N .W ., Washington, D.C. 20005, for 
further information.
Recent APB Opinions receive wide press coverage
Recent Opinions of the Accounting Principles 
Board have received widespread press coverage.
APB Opinion No. 8: "Accounting for the 
Cost of Pension Plans” was reported extensively 
by The Wall Street Journal, The New York 
Times, and the Christian Science Monitor. The 
Associated Press filed nine paragraphs on it and 
both Commerce Clearing House and Prentice- 
Hall incorporated the complete text in their serv­
ices. In addition to coast to coast newspaper cov­
erage, which ranged from the Los Angeles Times 
to the New York World Journal Tribune, arti­
cles appeared in such special publications as 
the Insurance Advocate and Electrical World.
The story was much the same for APB Opin­
ions No. 9: "Reporting the Results of Opera­
tions,” and No. 10: "Omnibus Opinion— 1966.” 
Both received coverage in The New York Times, 
The Wall Street Journal and by both major wire 
services. In addition, Opinion No. 9 was re­
ported in such major newspapers as The Philadel­
phia Inquirer, the Denver Post and the Miami 
Herald.
APB Opinion No. 10: "Omnibus Opinion—  
1966” has also received extensive press coverage, 
reflecting growing interest in accounting profes­
sion activities from both the general and spe­
cialized publics.
5New PD workshop on preparation of corporate
For practitioners interested in a quick brushup 
on the latest tax developments, the Institute’s 
professional development division is currently 
planning the second program in its series of tax 
workshops.
A Workshop on Corporate Income Tax Re­
turns (including Subchapter S corporations) will 
have its first presentation on June 1-2 in Wash­
ington, D.C. This new tax workshop follows the 
highly-successful Workshop on Individual In­
come Tax Returns, which was launched last year 
and presented to over 2,000 participants at its first 
ten presentations during the fall/winter season.
The new workshop will examine the problems 
and procedures involved in the preparation of 
Form 1120— Corporation Income Tax Return. 
Among the subjects to be covered are election of 
multiple surtax exemptions, net operating losses, 
depreciation methods, the investment credit, 
recapture of depreciation and the investment 
credit, and differences between book and taxable 
income. In addition, the course will consider the
AICPA INSURANCE TRUST 
MOVES AHEAD
Almost $75,000,000 of new life insur­
ance (and an equal amount of accidental 
death and dismemberment coverage) has 
already been added during the current fis­
cal year (which will end March 3 1 ,  1967) 
to insurance in force in the AICPA Insur­
ance Trust. This assures achieving the sec­
ond highest record of new participation 
procured in any such period of the Trust’s 
history.
Now in its twentieth year, the Trust 
serves, through the Group Insurance Plan 
for accounting firms, some 21,000 CPAs 
and their employees and, through the CPA 
Plan, some 20,000 members of the Insti­
tute and sponsoring state societies.
Aggregate volume in force as of the 
end of the fiscal year on March 3 1 , 1967, 
is expected to be well over $700,000,000, 
perhaps approaching the three-quarters 
of a billion mark.
income tax returns
special tax problems faced by personal holding 
companies and will place special emphasis on 
Subchapter S corporations— including prepara­
tion of Form 1120-S.
Tested procedures which accounting firms of 
all sizes can use to effectively gather and effi­
ciently summarize tax information submitted by 
clients will be discussed. Methods of assisting 
clients in their tax planning will be emphasized 
throughout the workshop program.
Sidney Kess, CPA, manager of tax training 
with Lybrand, Ross Bros. & Montgomery in 
New York, is working with the PD division in 
designing the workshop. Mr. Kess served in this 
same capacity on the individual income tax return 
workshop and is scheduled to present both work­
shops planned for this year.
The Workshop on Individual Income Tax Re­
turns reviews the tax laws affecting individuals, 
including the provisions for income averaging, 
sick pay exclusions, deduction of medical ex­
penses and capital gains and losses. It also con­
siders tax planning suggestions and procedures 
for increasing the efficiency of preparing indi­
vidual income tax returns.
[A  complete listing of the Institute’s PD 
courses through August 31, 1967— including 
presentations of these two tax workshops— ap­
pears on page 7. Fourteen additional presenta­
tions of these two tax workshops are already 
scheduled for the 1967-68 fall/winter season.]
Late mailing of APB Opinions
Many members have complained about an ap­
parently unreasonable delay in receiving copies 
of APB Opinions Nos. 9 and 10, which were is­
sued last month.
Mailing to the membership by the printer 
began on January 12 but was not completed 
until January 24. This was because the printer 
was not geared to handle bulk mailings in ac­
cordance with the new postal regulations which, 
generally, require bulk mail to be separated and 
bound by zip code numbers wherever six or more 
pieces of mail are being sent to the same zip code 
destination.
Unfortunately publicity appeared in the press 
before most members received their copies.
6Tax committee recommends changes in returns for tax exempt organizations
The Institute’s committee on federal taxation 
has proposed to the Internal Revenue Service 
that revisions be made in Forms 990 and 990-A, 
"Returns of Organizations Exempt From Income 
Tax.” Organizations exempt from taxation under 
Sec. 5 0 1 (c )— except Sec. 5 0 1 (c ) (3 )— of the 
Revenue Code are required to file Form 990. 
Those exempt under Sec. 5 0 1 (c ) (3 )  must file 
Form 990-A.
In its general comments, the committee recom­
mended that a simplified form be designed for 
the more common type of exempt organization 
along the lines of the corporation income tax 
return, Form 1120. The simplified form would 
require a listing of receipts by source and dis­
bursements by purpose for all organizations. 
Additional detailed and specialized schedules 
would be required only of more complex organ­
izations. Such schedules would cover unrelated 
business activities; unnecessary accumulation of 
surplus; disbursements to donors and members 
or their families; illegal activities; and disburse­
ments other than for the organization’s exempt 
purpose.
As examples of cases in which less detailed 
reporting could be required, the committee sug­
gested that the information requested by instruc­
tions I and J  of Form 990-A could be limited to 
companies which have accumulated substantial 
realized or unrealized income. Also, that infor­
mation on contributions paid does not seem rele­
vant if paid to publicly supported charities.
Nine specific comments were made concerning 
Form 990. These included:
• The Form is designed to cover too many 
different types of organizations.
• The number of questions asked on the 
Form should be materially reduced through 
selection of essential questions common to 
most organizations required to file the 
Form. This reduction, and a condensation 
of the income and expense section, would 
help to reduce the Form from four pages 
to two.
• Detailed information is now required on 
receipts and disbursements. Sufficient in­
formation could be provided by a series of 
questions on the organization’s activities
for the Revenue Service to determine the 
organization’s exemption status. Where a 
possible unreasonable accumulation of in­
come, etc., is indicated, a separate schedule 
would be required.
• Page 1— The breakdown of allocation of 
dues requested under item 14 has no cate­
gory for distributions for charitable pur­
poses, but does include a category called 
"Other.” Since many organizations exempt 
under Secs. 501(c) (4 )  and 501(c) (7 )  de­
vote considerable sums to charitable pur­
poses, it seems meaningless to report such 
distributions in the "Other” category.
• Page 2— Captions 13 through 17, and 21 
through 25, concerning disposition of in­
come, dues, etc., are identical. When neces­
sary, a breakdown of expenses between 
those attributable to rents, royalties and 
gross receipts from business activities and 
those attributable to other activities could 
be provided in columnar form.
• Page 2— The separation of expenses attrib­
utable to income reported on lines 7 and 8 
(i.e., rents, royalties and all business activi­
ties) is cumbersome. The income shown on 
lines 7 and 8 could be shown net of appli­
cable expenses.
• Page 3— It would be helpful to have a 
separate schedule outlining the informa­
tion desired when a "yes” answer is given 
to question 18 (whether indebtedness was 
incurred or assumed in acquiring or im­
proving real property held for rental pur­
poses). This schedule could provide for 
the filing of Form 990-T, if taxable income 
was indicated.
The committee also made fourteen specific 
comments concerning Form 990-A. These per­
tained to such matters as the excessive amount of 
detailed information required, the request for in­
formation which is often not available, the possi­
bility of reporting income and expenses on a 
functional basis (which, in many cases, would 
permit use of the figures from the audit report), 
and whether any useful purpose is served by list­
ing the names of contributors of $100 or more, 
considering the time and expense involved.
7Spring/Summer schedule of professional development programs
Over fifty presentations of professional de­
velopment courses and lecture programs are 
slated for this spring and summer. These pro­
grams cover a wide range of subjects— from 
matters to consider in building an accounting 
practice to the techniques involved in auditing an 
EDP installation.
Consult the listing below and select the pro­
grams of interest to you. Presentation sites and 
dates have been arranged to enable you to attend 
these programs at your convenience.
You will find a handy registration form in the 
PD catalog which will be mailed to all members 
in March. Additional announcements will be sent 
periodically during the spring/summer season.
A N  INTRODUCTION TO A D P
Oklahoma City, Okla., May 1 -2 
Richmond, Va., May 4-5 
Columbus, Ohio, May 8-9 
San Juan, Puerto Rico, May 15-16 
New York City, May 25-26 
Indianapolis, Ind., June 19-20 
Chicago, June 29-30 
Billings, Mont., July 27-28 
Los Angeles, Aug. 14-15 
San Francisco, Aug. 17-18
AU D IT IN G  OF EDP INSTALLATIONS
Baltimore, April 27-28 
Louisville, Ky., May 11-12 
Dallas, May 22-23 
New Orleans, May 25-26 
Portland, Ore., June 1 -2 
Scottsdale, Ariz., June 5-6 
Denver, Colo., June 8-9 
Philadelphia, June 22-23 
Boston, June 26-27 
Las Vegas, July 13-14 
New York City, July 20-21 
Milwaukee, Wis., July 24-25 
Columbus, Ohio, July 27-28 
St. Louis, Aug. 3-4 
Chicago, Aug. 21-22 
Pittsburgh, Pa., Aug. 24-25
FILINGS W ITH THE SEC
Atlanta, Ga., May 18-19 
Philadelphia, May 25-26 
Las Vegas, June 12-13
EFFECTIVE C O M M U N IC A T IO N
Jackson, Miss., May 1 -2 
Pittsburgh, Pa., May 4-5 
Chicago, May 18-19 
Los Angeles, May 22-23 
San Francisco, May 25-26 
Wichita, Kan., June 1 -2 
Saddle Brook, N. J., June 8-9 
Portland, Ore., Aug. 10-11
BU ILD IN G  A N  AC CO U N T IN G  PRACTICE
East Lansing, Mich., June 26-27 
Saddle Brook, N. J., July 10-11 
Atlanta, Ga., July 17-18 
New Orleans, Aug. 17-18
IM P R O V IN G  THE AD M IN IST RAT IO N  OF 
YOUR PRACTICE
Birmingham, Ala., May 15-16 
Salt Lake City, Utah, June 15-16 
Washington, D. C., July 10-11 
Des Moines, Iowa, July 20-21 
New Haven, Conn., Aug. 10-11
PROCEDURAL PROBLEMS IN  TAX 
PRACTICE
Jackson, Miss., Aug. 7-8 
Las Vegas, Aug. 31 -Sept. 1
TAX LECTURE SERIES
Denver, Colo., July 10-11 
Las Vegas, Aug. 28-29
W O R K SH O P  O N  IN D IV ID U A L  IN CO M E  
TAX RETURNS
Houston, May 25-26
W O R K SH O P  O N  CORPORATE IN CO M E  
TAX RETURNS
Washington, D. C., June 1-2 
Los Angeles, June 26-27 
San Francisco, June 29-30
The March issue of The CPA will contain the 1967 
spring/summer schedule of the professional de­
velopment division’s three training programs. 
These are: “Staff Training Program,” “Training 
Program for In-charge Accountants” and "M an­
agement for Results.” A total of 19 presentations 
of these three programs is planned for the up­
coming season.
8American Institute membership sets new record in fiscal 1966
For the second consecutive year, the increase 
in Institute membership has set an all-time rec­
ord. As of August 31, 1966, membership totaled 
57,023, a gain of 3,495 members over the 53,528 
members at the end of the Institute’s 1965 fiscal 
year.
As of December 31, 1966, membership showed 
a further increase, to 58,572.
During calendar 1966, applications for mem­
bership totaled 4,349. As usual, the single great­
est source of applications was the congratulatory 
letters sent by the Institute to new CPAs. Such 
letters resulted in almost 40 per cent of the appli­
cations received. The other sources included re­
ferrals by firms, state societies and the member­
ship promotion committee (29 per cent); per­
sonal requests (14 per cent) ; special non-mem­
ber promotion (12 per cent); others (5 per 
cent).
An analysis of membership growth—by states 
—for the period December 1, 1965 through No­
vember 30, 1966 shows the ten leading states
(in total numbers) to be New York, California, 
Texas, Pennsylvania, Illinois, Ohio, Florida, 
Massachusetts, New Jersey and Michigan.
New committee — relations with AEC
The Institute last month established a new 
committee on relations with the Atomic Energy 
Commission. This committee has been organized 
at the request of the Commission and will con­
sider such matters as reviews by independent 
auditors of licensee accountability systems and 
inventories of special nuclear materials.
Chairman of the six-man committee is Bruce 
F. Smith, Price Waterhouse & Co., New York. 
Other committee members are; Joseph Antonello, 
Jr., Arthur Andersen & Co., Chicago; Paul Kat­
zen, Bachrach, Sanderbeck & Company, Pitts­
burgh; Arthur Philips, Peat, Marwick, Mitchell 
& Co., New York; J. William Stewart, Jr., Has­
kins & Sells, Charlotte, N.C.; and Carl White, 
Ernst & Ernst, Cleveland, Ohio.
t h e  C PA
The CPA is the membership bulletin of the Ameri­
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Vote on Bylaw amendments
Two proposed amendments to the Bylaws of the AICPA appear to have 
been passed by a wide margin in the current referendum. W ith votes received 
from over one-third of the membership, enough for a legal count, the proposal 
to repeal the competitive bidding rule also received a majority o f the votes 
cast, but at press time was short of the two-thirds majority necessary for adop­
tion.
One of the two amendments which seem sure of adoption provides for an 
increase in the size of the executive committee. The other prescribes automatic 
suspension from the AICPA of a member whose CPA certificate has been 
suspended or who has been convicted of a serious crime. It also provides for 
the automatic expulsion of a member whose CPA certificate has been revoked 
or whose criminal conviction has become final.
President appoints Trueblood to new budget commission
President Johnson has appointed Robert M. Trueblood, past president of 
AICPA, to a commission to study the basic concepts and presentations of the 
federal budget. The commission, which at present has 15 members, is to report 
to the President by September.
Computer users conference slated for May
CPAs who use computers will have a chance to swap information and explore 
the possibility o f a continuing information exchange program at a national 
conference to be held May 15 and 16 at the Roosevelt Hotel, New York, N . Y .
The conference, sponsored by the AICPA, will precede another on the same 
subject that will be held at the Roosevelt by A CU TE (Accountant Users 
Technical Exchange), an organization of accountants who have IBM  
computers.
A IC PA ’s conference is being planned to meet the specialized needs of CPAs 
who have in-house computers, have a computer on order, or rent block time 
on a computer, according to Dr. Gordon Davis, the Institute’s consultant on 
computer services. Members interested in the conference may write Dr. Davis 
at the Institute for further information.
2Will the computer replace the CPA? Readers comment and others reply
A couple of years ago, with encouragement 
from the executive committee, members of the 
Institute staff started an intensive investigation 
to find out what computers might do to CPA 
practice, and what should be done about the 
possible effects.
Among the results of this study were employ­
ment first of System Development Corporation 
as advisers and then of Dr. Gordon Davis as a 
full-time staff consultant on computer problems. 
The Institute’s professional development divi­
sion has prepared courses which have been en­
thusiastically attended by hundreds of CPAs. A 
considerable part of the Institute’s last annual 
meeting was devoted to this subject, and the 
Council has considered it sufficiently urgent to 
devote money, committee and staff time to what 
has been referred to, perhaps with some exagger­
ation, as a "crash program.”
There are, however, intelligent, successful and 
sincere Institute members who believe the com­
puter threat is overdone. This view was very well 
expressed in a letter written last October by 
George E. Greene, CPA, senior partner of a 
successful, progressive firm in Linton, Indiana, 
with a total personnel of fourteen. The subse­
quent exchange of correspondence among a num­
ber of people, including Institute Executive D i­
rector John L. Carey, Dr. Davis, several members 
of the Indiana CPA Society and its Local Practi­
tioners Committee, and members of the AICPA 
Local Practice Committee is a fair reflection o f 
several points of view which deserve serious con­
sideration by every Institute member. Excerpts 
from the various letters are printed below, with 
the writers’ approval:
G eorge E. Greene, CPA: The statement that 
really touched off this letter was the following 
sentence in Mr. Carey’s otherwise very good col­
umn in the October 1966 issue of T he CPA: " It  
is almost a certainty that the computer will re­
place all manual accounting and write-up work, 
including preparation of financial statements and 
tax returns.” It is my considered opinion that Mr. 
Carey, along with a few CPA firms (perhaps the
Editor: M ary Louise Holton
Production Assistant: Carolyn Evans
larger CPA firms in particu lar), have sold them­
selves a bill of goods as to the computer and 
small CPA firms. W hat is worse, they are selling 
a lot of small CPA firms ideas that will prove to 
be both costly and disillusioning to them. . . . 
In communities such as ours, one can hire per­
sonnel to take care of this type work more ade­
quately and more reasonably than may be pos­
sible in larger cities. Such personnel, even at a 
low skilled level, are much more flexible in the 
duties we can assign to them than any computer 
I ’ve observed. Nevertheless, our write-up work is 
decreasing slightly dollar-wise and has contin­
uously constituted a smaller and smaller propor­
tion of our total dollar volume (15 to 20 per cent 
n o w ). On this basis, then, I do not get too excited 
even if Mr. Carey should eventually be correct 
about this particular statement.
W hen he says that computers will prepare tax 
returns, unless he is simply talking about the 
same manner in which Computax prepares re­
turns, he is really hitting an area that comprises 
the backbone of a large portion of our practice. 
W e have used Computax and find on very diffi­
cult returns that this provides a not-too-costly 
method of proving the work we do. But Compu­
tax surely isn’t replacing any CPA firms, and I 
don’t see how it ever would. . . .  So long as we 
are left with the interview, verification proce­
dures, and the final decisions, just how the infor­
mation is placed on the paper is not too material 
so far as I am concerned.
Insufficient volume 
a factor often overlooked
One of the most overlooked factors about 
using computers in small CPA firms is that we 
are dealing with small businesses which simply 
do not have the volume that is the chief justi­
fication for computers. A large number of small 
business clients still does not provide a sufficient 
volume of either repetitive information or repeti­
tive use of the same information to use computers 
in a small CPA firm. . . .
Each year we run into more examples of costly 
trials o f abandoned machinery. It has been our 
judgment, that the successful CPA firms using
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3computer equipment were obliged to forego the 
practice of accounting as most of us know it and 
get into a machine system that has become their 
master, even though a profitable one. W ith  those 
who desire that course, we certainly have no 
quarrel. W e do not feel that it has yet become 
the best course.
John L. Carey: I must immediately concede 
that my statement in the October CPA to the 
effect that the computer will replace all manual 
accounting and write-up work is probably an 
exaggeration. The word "a ll” like the word 
"never” is a dangerous one.
The emphasis in my statement, however, 
should be placed on the word "m anual.” The 
exhortations which the Institute has been ad­
dressing to its members on the subject of com­
puters over the past two years have been mainly 
addressed to that element of our membership 
which consists of sole practitioners or very small 
firms, the bulk of whose practice consists of man­
ual bookkeeping, write-up work, and the prep­
aration of individual tax returns. W e are really 
worried about the survival o f this type of prac­
tice in view of the rapid increase in the avail­
ability of computers which can do this work 
faster and cheaper.
It is not so much what is happening now that 
scares me as what the trend seems to be and the 
probable developments over the next five or ten 
years. . . .
The main point is that every CPA should know 
about computers, know what they can do, and 
be in a position to utilize them for the benefit of 
clients in circumstances which justify their use. 
You would agree, I think, that the CPA who 
turns his back on the computer is in some danger 
of losing at least a part of his practice in the years 
ahead.
Time sharing may be answer
Dr. Gordon B. Davis, CPA: It is certainly true 
today that computers are costly enough that a 
business having less than $1 million sales would 
probably not be able to justify one, even a small 
model. . . . But consider that the hardware costs 
today are a fraction (probably about 1/ 5) of 
what they were 10 years ago, and that hardware 
costs will continue to decrease dramatically. . . .
The other consideration which should not be 
overlooked in considering the impact on small 
businesses is time sharing. It is quite frankly too
soon to tell how time sharing will work out, but 
there are indications that time sharing will be 
used in a large and significant part of computer 
service center operation by 1 9 7 0 . . . .
In summary, today the computer impact is 
small, but the expected cost reductions in equip­
ment and the expected availability o f time shar­
ing and batch data processing suggests that much 
will happen in the next few years. The only ques­
tion is how the CPA reacts. The obvious solution 
is not to fight but join them. If a bank offers good 
ED P service, assist your client to effectively use it. 
If computer tax service is available and  econom­
ical and satisfactory, use it. If the client becomes 
interested in computers, assist him to properly 
evaluate its cost benefit.
Mr. G reen e: This whole series of letters fits 
closely with the subjects already scheduled for 
the next meetings of the Indiana Local Practi­
tioners and AICPA  Local Practice Committees. 
I ’m going to presume that you won’t mind my 
sending copies of the three or four letters in­
volved to the committee members.
Comments from other practitioners
H. J. Umbaugh, CPA, Plymouth, Indiana: W e 
would agree that you need to attract enough 
attention to the subject to have fulfilled the In­
stitute’s obligation to alert members. On the 
other hand the danger of overselling members 
can be just as great as underselling them. As an 
example o f this, several years ago, depending 
partially upon the Institute’s judgment, we in­
stalled a punched tape machine and made ar­
rangements with a nationally known data proc­
essing center. The net result of this activity was 
a loss of several thousand dollars in equipment 
and staff time.
Dr. Davis indicates that " if  the data processing 
cost can approach $500 per month this reaches 
a good share o f the businesses of the country 
who use CPAs.” I wonder from what study or 
source data such a conclusion is reached. Frankly, 
I doubt if a count of businesses and a measure­
ment o f those who could afford $500 per month 
in equipment costs would indicate that a "good 
share” of the businesses who use CPAs can afford 
the $500 per month.
Dr. Davis goes on to discuss the probability 
that all of the banks in the country will be com­
puterized within five years and that they will then 
be in the service bureau business. W e see no
4reason for being alarmed that the banks may sum­
marize data for our clients but I am rather sure 
that the same clients will not permit the banks 
to prepare financial statements and perform the 
other useful functions that we are now per­
forming.
Jam es M. Arnett, CPA, Charleston, W est Vir­
ginia: I ’m a little concerned with [the Carey- 
Davis] picture of the local practitioner and feel 
that their concept of the computer function in 
the practitioner’s office pictures ideal results that 
have seldom been realized.. . .  I will be using the 
computer more and more for suitable client serv­
ices, but I will be more selective. Some manual 
systems used by a competent bookkeeper with no 
equipment breakdowns, minimum obsolescence, 
no communication problems with service centers, 
no problems o f error correction, etc., work so 
smoothly that I prefer [such systems to com­
puters in many situations].
John  R. M iller, CPA, Vincennes, Indiana: I 
have read, reread and read again the letters be­
tween "Greene-Carey-Davis-Greene” and quite 
frankly it all has me slightly confused. George 
Greene’s points are very well presented and Jack 
Carey and Gordon Davis, from their location in 
New York, present a very good case. In an over­
all appraisal of both sides, I would have to state 
George Greene’s position is much the better. 
However, for the long run— 10 or 15 years in the 
future— the Carey-Davis position is to be seri­
ously considered. The problem o f the practitioner 
(both large and sm all) is to not only not be "too 
little and too late,” but also not be "too much, 
too soon.”
W hile the subject is not one to be ignored, I 
feel the parties involved have let a "tempest in 
a teapot” situation develop. I t ’s not an issue that 
can be settled now, but one to be solved in time.
J. Robert Shine, CPA, N ew  Albany, Indiana: 
W e cannot agree that the computer will replace 
the CPA in the preparation of tax returns. W e 
are unable to see how a com puter. . .  can properly 
interview a client so that it can [consider] the 
client’s . . .  problems and make the best decisions.
Robert K . W hipple, CPA, Indianapolis, Indi­
ana:
Our total billing from write-up work is ap­
proximately 2.5 per cent of our total volume. W e 
have taken on no write-up work in the past five 
years nor do we intend to do so. W e did use
Computax on a limited basis last year and intend 
to use it more extensively this year.
The bulk of our billings is a result of "public 
controllership” activities whereby we furnish 
controller and financial management services to 
small and medium sized firms. In this endeavor 
we have tried to keep abreast of current develop­
ments in the computer field and have recom­
mended to our clients, on occasion, use of the 
services provided by the banks or service bureaus.
T o date we have had very little success in sell­
ing this to our clients. They are very reluctant to 
have a bank become involved in their record 
keeping and have been very unhappy with the 
impersonality and inflexibility of the service bu­
reaus. I was even brought in on a consulting basis 
by one of the banks in regard to a computer pro­
gram they were developing for doctors and den­
tists since we provide an accounting and tax serv­
ice for a number of these professional people. 
The bank has not been able to effectively sell 
this program to the doctors even with a cost of 
less than $100 per month and has shelved the 
idea for the present. . . .
A tool for tax practice
In conclusion I would like to say that we look 
to the computer not as a threat to our practice 
but as another tool to be utilized by us in our tax 
practice and by our clients to handle the mechan­
ical aspects and drudgery of record keeping. Our 
fees can only be justified by the personal, profes­
sional judgment we give clients in helping them 
solve accounting, financial and tax problems.
I certainly appreciate the interest the American 
Institute has been taking in the local practitioner 
and the professional development courses they 
are providing to keep us up to date in this as well 
as other areas o f our practice.
Samuel A. Derieux, CPA, Richmond, Virginia: 
CPA firms should use their traditional objectivity 
when contemplating the use of a computer. The 
computer may be the solution to the problems of 
one firm and the beginning of the problems o f 
another. [T h is correspondence presents] some 
considerations which have not been covered suffi­
ciently in most o f the literature . . . published on 
the subject.
D avid M. Culp, CPA, Huntington, Indiana: 
Like any new tool it has been sold for applications 
which it cannot perform. In many cases the com­
puter simply has been over-sold. Such may be
5the case with the accounting profession repre­
sented by the American Institute. Now, the Insti­
tute may be guilty of over-selling its members.
Only a few short years ago the "forward 
thinkers” of the American Institute were hailing 
the punched tape machines. At least at one Am er­
ican Institute workshop, the instructor stated that 
those who do not buy such machines would be 
out of the "business” in five years. On such w arn­
ing, two of these participants purchased m a­
chines. In less than fifteen months the projects 
were failures and the machines sold at an aver­
age loss of $1,500, plus the loss of time, profits 
and quality of work.
"One who leans too far in the future may fall 
flat on his face” (an approximate quotation of 
one of the speakers on computers at the Boston 
annual meeting) seems to apply to one or both of 
the above situations.
Mr. Carey: I agree with everything that has 
been said— by myself, as well as the other partici­
pants in this discussion! I would emphasize that 
my critics are questioning whether, in the near 
future, CPAs will be forced to install computers 
in their own offices or use them to perform effec­
tive and profitable writeup and other types of 
services. None of them advise that CPAs can 
forget or fail to learn about the computer. All 
CPAs must understand the computer— how it 
works, what it can do, how it can be used to ad­
vantage. This knowledge is essential, if for no 
other reason, to restrain clients (and CPAs) from 
making unwise investments in computers when 
it is uneconomic for them to do so. If what the 
Institute has done so far has stirred up thinking 
about computers (and it seems to have!) it has 
been worthwhile.
Computer notebook tailored for accountants
AUERBACH Corporation and the AICPA 
have completed arrangements to offer Institute 
members in public practice the AUERBACH 
Computer Notebook for Accountants. The ref­
erence service will include information on com­
puter equipment and applications, as well as 
reports on computer developments assembled 
especially for accountants.
Members in public practice will receive a de­
tailed description of the service in early April.
Testing on the rise
A sharp rise in the use o f the tests in the Insti­
tute’s Professional Testing Program is reported 
in the 1966 annual report of the Testing Project 
Office. During the year, 14,297 tests were ordered 
or reported used, an increase of 33.6 per cent over 
1965. Sixty-two new examiner certifications were 
issued, bringing to 766 the total number of per­
sons qualified to administer the exams under the 
testing program. T he greatest number of exam­
iners are in accounting firms.
The AICPA Professional Testing Program is 
used for evaluating aptitudes, accounting knowl­
edge, and interests of accountants from junior to 
partner levels. The tests include the Orientation 
Test and the Level I and Level II  Achievement 
Tests. Tests are loaned to AICPA members and 
other professionals who obtain examiner certifi­
cation. Fees for such loans range from  $2 to $5 
per test.
The services of nationwide testing centers are 
also available. T o  obtain applications for exam­
iner certification or other information about the 
testing program, write on your letterhead to :
AICPA Testing Project Office
The Psychological Corporation
304 East 45th Street, New York, N . Y . 10017
The telephone number is: ORegon 9-7070
Area Code 212
ALERT ON CLASSIFIED LISTINGS
Institute members throughout the coun­
try have been receiving invoice-like forms 
from a Southern California organization 
for unordered listings in regional classified 
directories. Despite their appearance, the 
forms are not bills but solicitations for list­
ings. Some members have confused these 
forms with those used by companies pub­
lishing yellow page classified telephone 
directories.
Members are reminded that such direc­
tory listings constitute a violation of Rule 
3.01 of the Code of Professional Ethics, 
as interpreted by the ethics committee in 
Opinion No. 11.
RALPH S. JOHNS, Chairman 
Committee on Professional Ethics
6Canadian Institute forms committee to examine auditors' role
Recent publicity showing that the public and 
certain government officials expect auditors to 
do more than present practice contemplates has 
prompted the Canadian Institute of Chartered 
Accountants to appoint a special committee on 
shareholders’ audits.
T he new committee will examine all aspects 
of the auditors’ role to see what changes would 
be in the best interests of the general public and 
the financial community. It will consider whether 
the role o f the Canadian auditor should be 
widened so that he could report to shareholders 
on matters other than the financial statements 
and will compare the duties and responsibilities 
of auditors in Canada, the United States, the 
United Kingdom and Australia. It will also con­
sider whether legislation, which sets auditors’ 
rights and responsibilities, deals adequately with 
several important matters not specifically covered
in present legislation. These include situations:
"W here the auditor is unable to express a clear 
opinion as required by an act but can express a 
qualified one.
"W here the auditor is unable to express any 
opinion on the financial statements as a whole.
"W here the auditor must report on consol­
idated financial statements which include finan­
cial statements of one or more subsidiaries of 
which he is not the auditor.
"W here, subsequent to reporting on the finan­
cial statements, the auditor becomes aware of 
errors or misstatements which would make such 
statements misleading.
"W here, during the course of his examination, 
the auditor becomes aware of improper trans­
actions which could be detrimental to the inter­
ests of the shareholders but which do not affect 
the firm’s financial statements.”
INC. drawing student audiences
Two recent surveys show highly favorable re­
action to Inc., the Institute’s film for high school 
economics and social studies classes. Released last 
October, the film depicts the corporation’s func­
tion as the central institution in the American 
economy and emphasizes the CPA’s role in both 
auditing and management services.
A survey conducted by the Institute indicates 
that over 95 %  of the college preparatory eco­
nomics and social studies teachers who have used 
the film in their classes intend to use it again. 
Similar response was shown in a separate survey 
conducted by Association Films, distributors of 
Inc.
The film received favorable ratings both on 
the quality of production and the usefulness of 
the message.
The ratings o f Inc. in social studies classes 
and of CPA, an earlier Institute film, in career 
guidance sessions, in Association Film s’ report 
on their January loans were:
Inc. CPA
Excellent 4 8 % 3 5 %
Very Good 50 39
Good 2 18
Fair 0 8
Some samples of the reviews received in the 
Institute survey follow:
"Excellent— held the interest of the students 
and gave them insight into the work of ac­
countants.”
"Average student today is anti-corporation. 
Good film to fight this feeling of distrust of big 
business.”
"Creates awareness of the complexities of mod­
ern business life .”
" I t ’s a great tie-in with what we are teaching.”
Inc. is intended to supplement CPA, the In­
stitute’s film released in 1959, which is still being 
shown to high school business classes. T he Insti­
tute’s survey shows that Inc. will probably be 
seen by hundreds of thousands of college prepar­
atory students who have never seen CPA.
Schools may obtain prints of Inc. from Associa­
tion Films either on free loan or by purchasing 
at $150 per print. (For regional addresses of 
Association Films, see The CPA, Dec. 66, p. 8 .) 
Under the National Defense Education Act, 
federal funds are available, with certain condi­
tions, to schools interested in buying films for 
use in their social studies curriculum.
7Member admonished for advertising
A sub-board of the Institute’s Trial Board has 
sent a letter of admonition to an A ICPA member 
found guilty of violating Rule 3.01 o f the Code 
of Professional Ethics. T he rule prohibits a mem­
ber from advertising his professional attain­
ments or services.
In releasing the text of its letter, the sub-board 
members expressed their growing concern over 
the increasing number of infringements of the 
advertising rule, and suggested that more severe 
sanctions may become necessary in the future if  
the problem continues. The sub-board decided 
that the name of the admonished member should 
be withheld in this case. The full text of the letter 
follow s:
Dear Sir:
"O n November 17, 1966, you met with a sub- 
board o f the Institute’s Trial Board, which con­
sidered charges of the committee on professional 
ethics that you had violated Rule 3.01 o f the 
Institute’s Code of Professional Ethics.
"Evidence received by the sub-board indicated 
that you had reviewed and approved for publica­
tion an article about your firm and its services 
which was published in a client’s newsletter and 
sent to approximately 100,000 customers and 
others having a business relationship with your 
client. T he newsletter was received by clients of 
other public accountants.
"T h e article, after identifying your firm, con­
tained references to the relative size of the firm 
and the number of its offices and the location of 
some, and contained statements which tended to 
glorify the quality of the firm’s work. T h e com­
mittee on professional ethics has issued Opinion 
No. 9, which specifically states that these things 
violate Rule 3.01, and the sub-board agrees with 
that committee’s interpretation of what consti­
tutes advertising.
"T h e sub-board received argument that the 
overall effect o f the article was to publicize the 
contribution which the profession can make in 
serving the public, and that no advertising of 
your firm was intended. However, the sub-board 
concluded that the article did in fact advertise 
your firm, and this conclusion is demonstrated by 
the complaints received from other Institute 
members about the article.
"Although the article clearly violated Rule 3.01 
as interpreted by Opinion No. 9, the sub-board
considered also your past contributions and serv­
ice to the profession. The sub-board decided that 
you should be admonished. Lest it appear that, by 
limiting its action to admonition, your failure to 
observe the Code is being condoned, I must say 
that the sub-board views with great concern any 
action of a member which causes dissent and un­
rest within the profession.
"Therefore, you are being admonished for your 
lack of due professional care in what is being 
liberally interpreted as a failure to keep yourself 
informed as to your obligations and responsibil­
ities as a member of the Institute which has 
honored you by admission to its membership.
" It  is our hope that the influence of this admo­
nition will remain with you as long as you are a 
member of our profession. I f  it does, the restraint 
shown by the sub-board in imposing this dis­
ciplinary action will have been justified.”
Louis M. K e s s l e r , Chairman 
AICPA Trial Board
Henry Barker Fernald
Henry Barker Fernald, international tax special­
ist and a former partner of Lybrand, Ross Bros. 
& Montgomery, New York, died at his home 
in Upper Montclair, N . J . February 8 at the age 
of 89. He had been a principal organizer of 
Loomis, Suffern & Fernald in 1914. The firm 
was merged with Lybrand in 1958.
Mr. Fernald was active for many years in the 
AICPA, having been chairman of Institute com­
mittees on procedure, federal legislation, inter­
national double taxation, publication, and termi­
nology. H e also served on Institute committees 
on government accounting, accounting proce­
dure, the 50th anniversary and on cooperation 
with bankers.
In a varied career, Mr. Fernald had served the 
Philippine government on matters of public edu­
cation and finance, participated in League of N a­
tions committee discussions on international 
taxation, and represented the International 
Chamber of Commerce in liaison work with 
United Nations fiscal officials. He frequently 
testified before Congress on behalf of the AICPA, 
the American Mining Congress and the United 
States Chamber of Commerce.
8How to "read" a speech
There are occasions when both the accom­
plished speaker and the novice can use a pre­
pared text to good advantage. The difference be­
tween the two is in the manner of delivery. If you 
are considering reading your next speech, you 
will find some helpful hints in the Institute’s 
new booklet "Unaccustomed As. . . . ”
Originally prepared for the Standard Oil Com­
pany of New Jersey by the Institute’s public rela­
tions consultant, Stewart Schackne, the booklet 
has been revised, with Esso’s approval, to gear it 
to the needs of CPAs.
"Unaccustomed As . . .” points out that read­
ing a speech allows for less rambling, and better 
organization and timing. It shows how—with a 
little practice—you can learn to vary your voice 
tones and rhythms so that your speech will not 
sound read. Suggestions are given for using 
changes in posture, expression and gestures to 
add punch to your delivery.
Among other matters discussed are how the 
type of manuscript prepared can add in making
a successful speech, the importance of rehearsal 
and the need for becoming familiar with the sur­
roundings in which the speech will be delivered.
The booklet also suggests that if you can speak 
on a wide variety of business topics, you might 
select an "unexpected” subject for your next 
speech. This will most likely result in a talk more 
interesting to the audience and more helpful to 
the profession’s image.
Free copies of the pamphlet are available to 
members upon request.
The CPA  is now being made available 
to college and university libraries and 
faculty members who request it. Re­
quests should be addressed to Lewis J. 
Squires, Subscription Manager, at the 
Institute office. There is no charge.
The CPA is the membership bulletin of the Ameri­
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Institute to have two staff vice presidents
Leonard M. Savoie, partner of Price W aterhouse & Co., has been selected by 
the Institute’s executive committee to fill the newly created position of execu­
tive vice president.
In this position, which is in line with one of the recommendations of the 
committee on structure, Mr. Savoie will head all technical activities, and will 
be a spokesman for the Institute on technical and professional matters.
Paralleling this appointment, the Institute’s executive director has been 
given the additional title of administrative vice president. He and the managing 
director will continue to discharge all their present responsibilities, including 
administration of the staff organization. (For further details, see p. 3.)
Council will discuss financial problems
The Council will meet in Miami May 8-10 and vote on a proposal to establish 
a non-profit business league that would help to finance the A ICPA ’s expanded 
research program (see p. 3 ) .
Insurance trust sets highest refund in 21 years
The Insurance Committee authorized the largest refund in the Insurance 
Trust’s 21-year history at its meeting in March. The refund will be based on 
subscribers’ contributions for insurance for the policy year ended September 
30, 1966. Subscribers over 65 will not be eligible for the refund, which will be 
mailed in July along with the committee’s annual report.
Chicago Tribune articles reprinted for Institute members
A series o f four articles on the auditor’s report and the work of the Accounting 
Principles Board that appeared in the Chicago Tribune is now available in 
reprint form through the AICPA order department. The series was prepared 
by Tribune financial editor W illiam  Clark after he had attended a seminar for 
financial writers sponsored by the Institute’s public relations staff. Members 
may order the reprints in quantity for the use of clients or associates.
2New accounting research study: stockholders' equity
Stockholders’ equity is the subject of a study 
recently begun by the Accounting Research D ivi­
sion of the AICPA.
The research study, which was authorized by 
the Accounting Principles Board, is expected to 
cover accounting for issuance of and increases 
in capital stock, changes in components of stock­
holders’ equity, and presentation of equity in 
financial statements. The importance and influ­
ences of legal requirements, existing pronounce­
ments, and presently accepted but often differing 
accounting practices will be studied. Present ac­
counting for stock rights and warrants, distribu­
tions of stock as ’’dividends,” and quasi-reorgan­
izations is usually uniform but will be evaluated. 
Neither cash dividends distributed to stock­
holders nor reporting the results of operations 
will be included in the study. The latter topic 
is the subject of Accounting Principles Board 
Opinion No. 9.
Many recent developments have focused atten­
tion on stockholders’ equity. The use of corporate 
funds to acquire a company’s own common stock 
has increased strikingly, expenditures to redeem 
or retire preferred and common stocks have 
grown, convertible securities issued have in­
creased in number and variety, and other types of 
equity transactions have become frequent. Ac­
companying the developments is a growing need 
to agree on fundamental principles of accounting 
for stockholders’ equity and to find solutions for 
various related problems.
The efforts to solve accounting problems have 
often concentrated on questions related to de­
termining net income. Therefore, problems in 
accounting for equity transactions were usually 
given secondary attention.
Most equity questions which have been con­
sidered were answered in isolation. For ex­
ample, stock options and stock dividends were 
studied separately. As a consequence, some de­
cisions were not related to accounting for other 
equity transactions and a few adopted practices 
have been criticized as inconsistent with others. 
Authoritative pronouncements permit or ap­
prove differing practices in some areas of stock­
holders’ equity and require a single practice in 
others. Differing practices have also developed 
for transactions not covered extensively in author­
itative pronouncements. Practices for redemp­
tions, conversions of securities, and reacquisi­
tions of stock are frequently characterized as un­
satisfactory.
The names and affiliations of members of the 
Project Advisory Committee are shown sepa­
rately on this page. Beatrice Melcher, CPA, proj­
ect manager in the American Institute’s Account­
ing Research Division, will prepare the study.
Members and others who wish to comment on 
the scope of the study or suggest factors to be 
considered and possible solutions to problems 
are requested to write to Reed K. Storey, CPA, 
director of accounting research, AICPA, 666 
Fifth Avenue, New York, New York 10019.
STOCKHOLDERS’ EQUITY 
PROJECT ADVISORY COMMITTEE
Marshall S. Armstrong, Chairman 
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3Council to vote on formation of business 
league to finance accounting research
A proposal to form a non-profit business 
league to collect funds to meet projected deficits 
which may reach $700,000  for the fiscal year 
1968-69 will get major consideration by the 
Council of the AICPA when it meets in Miami, 
Florida, May 8-10.
The funds collected through the non-profit 
corporation would be used primarily to finance 
accounting research at the AICPA, but might 
later be used for research in other areas.
The deficit is expected to reach $700,000 when 
funds for the expanded accounting research pro­
gram are exhausted. The costs of strengthening 
staff and bringing the staff retirement plan more 
nearly into line with pensions currently offered 
by industry are other factors influencing the 
deficit, as is the 13 per cent decrease in the value 
of the dollar since dues were last raised seven 
years ago.
The proposed business league would be a tax- 
exempt corporation supported by voluntary con­
tributions from practitioners and firms repre­
sented in the Institute membership. Each partici­
pating practitioner or firm would be asked to 
contribute $10 annually for each partner and 
professional employee, whether or not he is a 
CPA or member of the AICPA. It is hoped that 
total contributions would amount to approxi­
mately $400,000 a year.
Should the business league be approved by the 
Council, the question of raising dues for member­
ship in the AICPA would be deferred until 1968.
Recommendation for the proposed new re­
search entity was made at the March meeting of 
the executive committee by the subcommittee on 
finances, whose chairman is Matthew Blake. The 
executive committee considered other possible 
ways of raising additional funds, but found all 
of them less desirable.
At the same meeting, the executive committee 
also decided that, beginning with the 1968 edi­
tion, the list of Accounting Firms and Practi­
tioners would include an accounting firm only 
if all partners of the firm resident in the United 
States were members of the Institute.
Leonard M. Savoie: new executive vice president
In notifying members of Council of Mr. Sa­
voie’s appointment as executive vice president of 
the Institute, President Hilliard R. Giffen wrote: 
"T h e members of the executive committee, Jack 
Carey and John Lawler, are delighted to acquire 
the services of Mr. Savoie, who, we are all con­
vinced, will greatly strengthen the management 
of our national organization.”
Herman W . Bevis, senior partner of Price 
Waterhouse, said: "Our sacrifice in allowing  
Leonard Savoie to go is enormous. At the same 
time, the firm is proud to furnish the Institute’s 
first executive vice president. The whole profes­
sion will be the beneficiary, and we comfort our­
selves that we shall share in that gain.”
Mr. Savoie, who is 44 years old, has been with 
Price Waterhouse since his graduation with 
honors from the University of Illinois in 1946. 
He had returned to the University after serving
in the Army 1943-46. He is at present partner in 
charge of education, training and accounting re­
search in the P W  New York office.
From 1946 to 1961 he was on the audit staff in 
Chicago, becoming a CPA in 1947 and a partner 
of the firm in 1960. In 1962-63 he was on leave 
for a year to serve on the faculty of the Harvard 
Business School.
Since 1965, Mr. Savoie has assisted Herman 
Bevis and John Biegler in their work as members 
of the Accounting Principles Board, and has regu­
larly attended Board meetings. He has published 
articles in The Journal o f  Accountancy, Harvard  
Business Review, Financial Executive, M anage­
ment Accounting, and other publications, and has 
been giving fifteen or more speeches a year to 
accounting and other groups. He lives with his 
wife and children in Darien, Connecticut.
4To whom should we talk—and what should we say?
C. Northcote Parkinson, the economic satirist, 
once observed that propaganda has its greatest 
effect on those who originate it. This is an accu­
rate description of the propaganda that should 
be avoided when we talk to young men and 
women about becoming accountants. Self-justifi­
cation for our own careers will not persuade 
students to follow similar careers. W e will not 
talk effectively to students if we are in reality 
talking to ourselves.
Very simply, we have a selling job to do. 
W hich means (1 )  we have to identify and an­
alyze the market; and (2 )  we have to use the 
communications arts to the hilt to make the sale.
The young people we talk to, our market, have 
all the traits, both hopeful and maddening, that 
adults ordinarily can discern in adolescents. 
Mostly, they are students between the junior year 
in high school and the sophomore year in college, 
the period in which young men and women gen­
erally choose at least a major field of study— and 
therefore, whether they themselves know it or 
not, a career.
Attract partnership potential
But the accounting profession cannot serve 
itself well simply by trying to collect more heads. 
W hat are needed are highly qualified people —  
students with those traits of mind and character 
that add up to partnership potential in a progres­
sive firm of certified public accountants.
These are the ones we should talk to.
Statistics support this view. A 1964 survey of 
a very large sampling of high schools made at the 
University of Pittsburgh for the U. S. Office of 
Education showed that over four per cent of 
American high school students are considering 
becoming certified public accountants. A 1961 
National Opinion Research study showed that 
four and one-half per cent of all college students 
intend to become accountants at graduation.
The hitch is that there is other evidence in both 
these surveys that most of the particular students 
included in these percentages simply do not meas­
ure up in ability. These surveys show that we will 
get some mediocrity no matter what we say or 
do. Our recruitment should therefore be directed 
mainly at the highly qualified students who are in 
short supply.
Probably the most effective recruiting medium
is man-to-man talk between students and CPAs, 
on campus and off. In general, it will save wasted 
breath if the talk is with college-preparatory stu­
dents in the high schools; and it might help the 
profession’s image among teachers and coun­
selors if professional accountants insisted on talk­
ing only to college-preparatory students.
If a CPA finds himself in a bookkeeping class 
full of students who don’t plan further study, 
what then? Personally, I think he ought to throw 
away his prepared talk on professional account­
ing, find out through direct questions why these 
young people are not planning to go to college, 
and suggest (where this seems appropriate) that 
they may be making a mistake. Talks by CPAs 
before non-college-preparatory classes ought to 
be regarded as educational and social service. If 
the talk propels a talented but disadvantaged 
youth toward college, recruiting may possibly 
come later.
Anyway, we should scan the future from the 
youngsters’ point of view, not ours.
Suppose a talk is properly arranged and we 
find ourselves before a college-preparatory class 
in high school or a college group (preferably a 
non-accounting college group). W hat then? 
W hat do we say? Four points seem pertinent. 
They are:
• Accounting makes an important contribu­
tion to society.
• Accounting challenges good minds.
• Accounting is a well-beaten path to prestige.
• Accounting means security in the best and 
perhaps only valid sense of the word in our kind 
of world —  namely, security deriving from an 
ability to adjust successfully to constant change.
O f course, knowledge of accounting varies 
among audiences. But there is a common denom­
inator of intelligence and related attitudes in the 
particular young men and women we want.
The following mixture of judgment and points 
based on some empirical data supports the choice 
of these four points:
Most bright young people want to make a use­
ful contribution to society; it is generally the dull, 
the emotionally insecure, or, in extreme cases, 
the loners and antisocial ones who do not. The 
young people with really good minds feel vital 
and satisfied when their ability can be put to use.
5Young people with good minds want recognition 
—  prestige. They do not crave security in quite 
the same way that young people of 20 or 30 years 
ago did.Today’s world is more affluent, so that 
people aspire to security of status and growth in 
vocational ability —  and not merely to security in 
terms of food, clothing, and shelter. It is to our 
advantage to show that accounting offers this 
modern kind of security —  that accounting is a 
dynamic and changing art and science —  that 
good accountants are the vanguard of the future.
The total message we give young people is 
honest; it is new and fresh for most of our lis­
teners; it is as exciting as the world we live in is 
exciting.
W e make these points in a great variety of 
ways over and over again in our recruiting work. 
If we make them eloquently enough to enough of 
the right young people, we believe that the pro­
fession will continue to grow in numbers, and 
will continue to include very many highly tal­
ented practitioners.
J o h n  A s h w o r t h
Staff Assistant
AICPA Examinations Division
Letters to the editor
Computer encore
May I do an encore on the comments contained 
in the March issue about computers? First of all, 
I am not a "computer happy” accountant. I have 
been associated with the University of Michigan 
for the past 8 and one-half years during which 
time I have used a computer once, and this was in 
the past three months.
Previously, I have always found that more time 
would probably be consumed in programming 
than in doing my work manually, because it is 
largely non-continuing. My latest project has 
been the development of an accounting and sta­
tistical system to develop costs by type of patient 
in a mental hospital of 3,500 patients. The organ­
ization of the collected data and calculations for 
this took 15 days. The same work was program­
med on a 7090 computer of the University of 
Michigan, and the organization, punching and 
processing consumed a maximum of six man days. 
Computation time was six minutes.
I am still not "computer happy”, but I would 
like to point out to all those who commented, 
both pro and con, that computers have an appro­
priate place in accounting activities today. One 
place will be the preparation of cost analyses 
which will be required by the Social Security Ad­
ministration for the general and mental hospitals 
of the United States. This is in the planning stage 
as my next undertaking for the Bureau.
William R. Foyle, CPA 
Bureau of Hospital Administration 
The University of M ichigan  
Ann Arbor
Programmed by Madison Avenue
W e have read with interest the March 1967 
issue of The CPA, with reference to the letters 
on the "Computer.” It is indeed gratifying to 
see the American Institute admit to an erroneous 
viewpoint, even partially.
It has been our opinion for some time that all 
of the "scare” literature on the computer has 
been the brainchild of "Madison Avenue.” As a 
matter of fact, we are now more firmly convinced 
than ever as to this.
It is indeed unfortunate that members of the 
profession of certified public accountants should 
become the victims of such scare tactics. There is 
no question that there is much merit to the use 
of the computer; but the computer certainly is 
not the be-all and end-all of everything. It has 
its place in the scheme of things. And we were 
pleased to see that at last other certified public 
accountants have finally had enough courage to 
speak up— and cut the monster down to size.
Morris Goldman, CPA
Morris Goldman & Co.
Boston, Massachusetts
Deadline for Congress extended
The deadline for registering for the Ninth In­
ternational Congress of Accountants, scheduled 
for Paris September 6-12, has been extended to 
May 15. To date, about 900 members of the 
AICPA have expressed an interest in attending. 
Registration forms are available through David 
H. Lanman, Jr. at the American Institute, 666 
Fifth Avenue, New York, N. Y . 10019.
6Directors named, funds obtained for international feasibility study
A study to determ ine how a developing coun­
try could be helped in im proving its accounting, 
auditing and financial reporting standards w ill 
be started next m onth by the International Com ­
m ittee for A ccounting Cooperation. (F o r earlier 
story and editorial, see Jo fA , O ct. 66, pp. 10 
and 3 4 .)
Salvador Gonzalez Berazueta, member of 
Instituto M exicano de Contadores Publicos and 
retired partner o f Price W aterhouse & Co., 
M exico City, has been appointed director of the 
feasibility study. Associate director w ill be D r. 
Lyle E. Jacobsen, C PA , Associate Professor of 
A ccounting at the Stanford University Graduate 
School o f  Business.
A total of $5 6 ,0 0 0  has been contributed by
international organizations and C PA  firms to 
finance the study. T h e  contributors are: the 
A IC PA , International Finance C orporation, In ­
ter-Am erican D evelopm ent Bank, and Agency 
for International D evelopm ent ( A I D ) . T h e  
C PA  firms that contributed are: A rthur A nder­
sen & C o.; A rthur Y ou ng  & Com pany; Ernst & 
Ernst; H askins & Sells; Lybrand, Ross Bros. & 
M ontgom ery; Peat, M arw ick, M itchell & C o.; 
Price W aterhouse & C o.; and Touche, Ross, 
Bailey & Smart.
A IC P A  m ember Theodore L. W ilk inson  is 
chairm an of the International Com m ittee for A c­
counting Cooperation. A t press time, the country 
in which the research project w ill be conducted 
had not been announced.
New audit and independence criteria for Medicare
T h e  D epartm ent o f H ealth , Education and 
W elfa re  has issued Interm ediary Letters N o. 197 
and 198, changing the order of preference of 
auditors for the verification of M edicare pro­
vider costs and including a form  o f contract be­
tween fiscal interm ediaries and auditors o f  pro­
viders. (See The CPA, Feb. 67 , p. 2 .)
Letter 197 also gives criteria for the independ­
ence of the auditor of a provider. O ne of these 
is that the auditor w ill be considered lacking in 
independence if  he "prepares accounting records, 
w rites up the provider’s books, makes adjusting 
entries, and prepares financial statem ents.”
T h is letter, which supersedes Intermediary 
Letter N o. 38, also sets a new order of preference
for auditors and reduces the levels of preference 
from  three to two. In the earlier letter the use 
of the provider’s own accountant as auditor for 
the interm ediary was the last alternative under 
level three; as revised by Letter 197, this arrange­
m ent comes in the second level of preference.
Interm ediary Letter N o. 198 requires that 
specified contracts between interm ediaries and 
audit firms be submitted to the Bureau of H ealth 
Insurance for approval in the form  contained in 
the letter.
e d . n o t e : T h e  first sentence in paragraph five of 
The CPA’s February story should have read  ". . .
the auditor of the intermediary may rely on the 
opinion of the provider’s auditor.”
T h e  semi-annual m eeting o f the Am erican 
Institu te’s com m ittee on federal taxation will 
convene in Palm  Springs, C alifornia M ay 1-4 
under general chairm an D onald  T . Burns.
T h e  executive group, composed of chairm en of 
the eight subcommittees which comprise the tax 
com m ittee, w ill m eet M ay 1. T h e  seven subcom­
mittees w ill then hold m eetings for the next two 
days.
A  m eeting of the fu ll com m ittee of 65 m em ­
bers is scheduled for M ay 4.
Several representatives of the federal govern­
m ent are expected to attend this m eeting. Am ong 
them are D r. Laurence N . W oodw orth, chief o f 
staff, Jo in t Com m ittee on Internal Revenue T a x ­
ation; Lester Uretz, chief counsel, Internal R eve­
nue Service; and Jerom e Kurtz, tax legislative 
counsel, Treasury D epartm ent.
Assistant commissioners o f the Internal R ev­
enue Service who will also attend are D onald  W . 
Bacon, com pliance; R obert L. Jack , data process­
ing ; and H arold T . Swartz, technical.
Committee on taxation to meet in California in May
7Three professional development courses offered for spring/summer
Training programs for everyone from CPA 
trainees to partners of firms will be held by the 
American Institute this spring and summer in 13 
states, from Florida to California, and from 
Rhode Island to Texas. The courses, which in­
clude Staff Training Program, Training Program 
for In-Charge Accountants, and Management for 
Results, will be given at 19 sites beginning June
5 and continuing through September 1.
The two-week Staff Training Program has at­
tracted nearly 4,000 junior staff members from 
more than 1,000 CPA firms since 1960. Practical 
instruction is given in auditing techniques and 
procedures, as well as in the preparation of work 
papers, tax returns and non-opinion statements.
Lectures, case discussions, problem solving ses­
sions, workshops and guided study are designed 
to reduce time spent in on-the-job training.
The Training Program for In-Charge Account­
ants is a one-week advanced course centered on 
the aspects of auditing that involve matters of 
judgment.
Management for Results, the new five-day pro­
gram described earlier in The CPA (Jan. '6 7 ) , 
is offered partners and practitioners who want to 
develop management skills. It will be given in 
Tarrytown, N. Y ., and Chicago, I ll .
T o  register for a course, write the Professional 
Development Division, AICPA, 666 Fifth Ave., 
New York, N . Y . 10019.
M A N A G EM EN T  FOR RESULTS 
Hilton Inn
Tarrytown, N. Y. June 26-30
Center for Continuing Education 
University of Chicago
Chicago, Ill. July 17-21
STAFF T R A IN IN G  PR O G R A M
University of North Carolina 
Chapel Hill, N. C.




Oklahoma State University 
Stillwater, Okla.








Robert Morris Jr. College 
Moon Township Campus 
Pittsburgh, Pa.
July 31 -Aug. 11 




Aug. 21 -Sept. 1 
Aug. 21 -Sept. 1 
Aug. 21 -Sept. 1
Aug. 21 -Sept. 1
T R A IN IN G  P R O G R A M  FOR IN -C H A R G E  
ACCO U N TA N TS
University of Pittsburgh
Pittsburgh, Pa. , June 5-9
Skirvin Hotel
Oklahoma City, Okla. June 12-16
Dearborn Inn & Motor House
Dearborn, Mich. June 19-23
Voorhis Conference Center
California State Polytechnic College
San Dimas, Calif. June 26-30
Atwood Lake Lodge
New Philadelphia, Ohio July 10-14
Center for Continuing Education 
University of Chicago
Chicago, Ill. July 24-28
Diplomat Hotel
Hollywood, Fla. Aug. 14-18
Southern Methodist University
Dallas, Texas Aug. 21-25
The March concert of the Charleston Sym­
phony Orchestra was dedicated to the late 
Robert E. Witschey, former president of 
AICPA. Mr. and Mrs. Witschey were active 
in getting the orchestra started and in its 
youth programs.
8Speakers announced for computet conference
Three speakers will address the National Con­
ference of CPA Computer Users, sponsored by 
AICPA, at the Roosevelt Hotel, New York City, 
May 15-16.
W allace E. Olson, CPA, member of the AICPA 
committee on professional ethics, will discuss the 
draft of an ethics opinion on computer use. 
Arthur B. Toan, Jr., CPA, chairman, AICPA ad 
hoc committee on computers, will report on the 
Institute’s computer activities. Dr. Gordon B. 
Davis, CPA, staff consultant on computer serv­
ices, will discuss work of the audit EDP task 
force.
About 200 CPAs who have in-house comput­
ers, have a computer on order, or rent block time 
on a computer are expected to attend the two-day 
conference. Registration is $ 35 for the first regis­
trant from a firm, $15 for each additional rep­
resentative. Further information is available 
through Dr. Davis at the Institute. (See The 
CPA. March 67, p. 1.)
REFERENDUM BOX SCORE
The proposal to repeal Rule 3.03 (on com­
petitive bidding) was not approved by 
the membership. Two Bylaw amendments 
were approved by heavy majorities. The 
ballot, concluded on March 20, reflected 
the views of 24,143 members, 41.5 per 
cent of the total membership. This was well 
in excess of the one-third required for a 
legal tally.
Although 52.1 per cent of the members 
that voted (12,585) favored repeal of Rule 
3.03, this was short of the two-thirds ma­
jority necessary for adoption.
The proposal to amend the disciplinary 
clauses received 21,484 votes (89 per 
cent of those voting), and 21,563 mem­
bers (89.3 per cent) voted to increase the 
size of the executive committee.
A P R IL  1967
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Council approves establishment of business league
The most significant new item voted by the Council at its meeting in Miami 
May 8-10 was establishment of a non-profit business league, which firms and 
practitioners represented in the Institute membership would be invited to 
join (The CPA April 67, p. 3 ) to help finance the expanding research program. 
Dues of firms and practitioners who join the league will be on a bracket system, 
based roughly on $10 a year for each principal, partner and professional em­
ployee. However, the dues structure will be subject to change in the light of 
experience. Now that the plan has been approved by Council, steps to put it into 
effect will be taken immediately. It is hoped that the program will be in 
operation during the next fiscal year, and will substantially reduce the projected 
deficit. A  budget projecting regular expenses of $3,049,000 in 1967-68 was 
approved unanimously.
Council elected W alter J. Oliphant, Arthur Andersen & Co., Chicago, to 
fill the unexpired term as vice president of J. P. Goedert, who has resigned. 
J. T . Koelling, Bonicamp, Koelling, Smith & Farrow, W ichita, Kansas, was 
elected as a Council-member-at-large to fill Mr. Oliphant’s former position.
Presidents of AAA, ACPAE address meeting
In accordance with custom, President Lawrence L. Vance of the American 
Accounting Association and President Lorin H. W ilson of the Association of 
CPA Examiners attended the sessions, and were invited to address the members. 
Professor Vance emphasized the cordial and growing co-operation between 
AAA and AICPA, especially in the area of attracting young men and women to 
the profession, and expressed the hope that A Statement o f Basic Accounting 
Theory, published by AAA last year, would prove helpful in the formulation 
and development o f accounting principles. Mr. W ilson expressed the apprecia­
tion of his organization for the co-operation it receives from the Institute, and 
briefly outlined some of the efforts of ACPAE to promote the use o f ethics 
questions in connection with the CPA examination and to study the desirability 
of school accreditation.
M ajor committee reports to Council will be covered in the June CPA.
Executive committee report on Rule 3.03
In view of the failure to obtain the required two-thirds majority for repeal o f 
Rule 3.03 of the Code of Professional Ethics (see The CPA, March 67, p. 1; 
April 67, p. 8 ) ,  the executive committee sought the ( continued on page 2 )
2Council approval of other proposals
The Council also adopted motions carrying 
out a number of other executive committee rec­
ommendations.
It voted to extend terms of present members 
of the Accounting Principles Board to December 
31 and to begin the terms of all future members 
on January 1, rather than September 1.
Council agreed to postpone until its spring 
1968 meeting consideration of an amendment to 
the Code of Professional Ethics to cover infrac­
tions of the Council resolution on disclosure of 
departures from A PB Opinions. Meanwhile the 
practice review committee will study the extent 
of compliance with the resolution.
Tw o actions on Institute directories were 
taken. The issuance of the alphabetical directory 
of all members was authori2ed for another year, 
with a charge being made to recover part of the 
production cost. The 1968 edition of the geo­
graphical directory of firms and practitioners will 
include only those firms all of whose partners
(from page 1 ) advice o f Covington & Burling, 
the Institute’s legal counsel, on what measures 
should now be taken to provide the maximum 
possible protection to the Institute and its officers 
and committeemen concerned with the discipli­
nary procedures of the Institute.
The law firm advised the executive committee 
that the Institute should continue to refrain from 
taking any disciplinary action against any mem­
ber or associate pursuant to any complaint that 
he had violated Rule 3.03 o f the Code until there 
has been a change in circumstances that would 
justify a different opinion on the legal status of 
the Rule.
Counsel also recommended that the member­
ship should be informed of the intention to con­
tinue to refrain from enforcing the Rule, through 
The CPA and an appropriate reference in the 
booklet containing the Code of Professional 
Ethics.
The executive committee reported to Council
Editor: M ary  Louise Holton
Production Assistant: Carolyn Evans
resident in the United States are members of the 
Institute. It was explained that some misunder­
standings have resulted from the previous prac­
tice of including firms which were represented 
in the membership by one partner, not all.
A proposal to improve the pension plan avail­
able to the Institute’s staff was approved in prin­
ciple. The present plan, adopted twenty-five 
years ago, was not regarded as adequate in com­
parison with the programs of industry and com­
parable organizations.
A plan to inaugurate a loose-leaf service, ini­
tially covering only opinions of the Accounting 
Principles Board and the predecessor committee 
on accounting procedure was approved. It is ex­
pected to be available to members at a price in 
the neighborhood of $10 for the basic volume 
and $10 for sheets containing new material or 
changes in the next three years. The service might 
eventually include other materials issued by the 
American Institute.
at its meeting in Miami May 8-10 that it had 
given due deliberation to this advice and had con­
cluded that it has no other course than to abide 
by it. The executive committee stated that the 
possible risks in enforcing the Rule— risks involv­
ing not only the funds and reputation of the 
Institute, but its officers, staff and members of 
relevant committees— are simply too great. Con­
sequently, the executive committee informed the 
Council that it would announce to the member­
ship in The CPA and in appropriate notice in the 
booklet containing T he Code of Professional 
Ethics that, as in the past, the Rule will not be 
enforced until some change in circumstances 
justifies a different course of action.
Council approved the executive committee’s 
decision.
In the March 30 referendum on competitive 
bidding, 52.1 percent of those voting favored 
repeal of Rule 3.03. Another article on this sub­
ject will appear in the June CPA.
The CPA, May 1967. Published m onthly, except July- 
August when bimonthly, for membership of the AICPA, Inc. 
Vol. 47, No. 5. Publication and editorial office: 666 Fifth 
Ave., New York, N. Y. 10019. Second-class postage paid at 
New York, N.Y.
3Proposed changes in organization and procedure
Executive director John L. Carey presented a 
report to Council in May summarizing suggested 
changes in the organization and procedures of the 
Institute which are under study by the executive 
committee. The proposed changes are designed to 
give effect to the earlier recommendations of the 
committee on structure. Specific proposals will be 
formulated for subsequent action by Council.
The suggested changes involve Council, com­
mittees and staff and would encourage increased 
participation by the membership. The plan is 
broadly responsive to the structure committee’s 
observation that the Institute has grown so much
that it has crossed the line distinguishing a small 
from a large organization but is still being oper­
ated as though it were a small one.
The objectives of change are economy, effi­
ciency, more timely decisions, more precise defi­
nition of goals, systematic allocation of resources 
in accordance with priorities, avoidance of dupli­
cation or overlapping of effort, and conscious di­
rection toward predetermined ends.
The amendments to the Bylaws that would be 
required after Council approval may be presented 
to the membership in the fall of 1968.
Nominees for institute officers in 1967-68
Marvin L. Stone, senior partner of Stone, Gray
& Company, Denver, Colorado, was nominated 
for Institute president next year by the commit­
tee on nominations, which met in New Y ork in 
April. Chairman of the committee is ex-president 
Robert M. Trueblood.
Nominated for vice president were: Durwood 
L. Alkire, partner, Touche, Ross, Bailey & Smart, 
Seattle; Samuel A. Derieux, partner, Derieux & 
W atson, Richmond, Virginia; Eli Mason, senior 
partner, Mason & Company, New Y ork ; and 
W alter J. Oliphant, managing partner, Arthur 
Andersen & Co., Chicago.
Ralph E. Kent, managing partner, Arthur 
Young & Company, New York, was nominated 
for treasurer.
Mr. Stone has been an Institute vice-president, 
and is now a member at large of Council and of 
the professional development board. H e has 
served on the executive committee, the editorial 
advisory board and has participated in other com­
mittee activities. H e formerly was president of the 
Colorado Society of CPAs.
Other nominations may be made in accordance 
with provisions of the Bylaws. Article X II , Sec­
tion I. (b )  states: "Any ten members of the Insti­
tute may submit independent nominations, pro­
vided that such nominations be filed with the 
secretary at least twenty days prior to the date of 
the annual meeting. Notice of such independent 
nominations shall be mailed by the secretary to 
all members at least ten days prior to the annual 
meeting.”
Elections will take place at the annual meeting 
in Portland, Oregon, September 24-27.
Trial Board
The following members were elected or 
re-elected by Council for a term of three 
years, beginning May 3 1 ,  1967:
Winston Brooke
Brooke, Pope & Freeman 
Anniston, Alabama
H. Edward Brunk, Jr.
Price Waterhouse & Co. 
Pittsburgh, Pennsylvania
Cletus F. Chizek
Crowe, Chizek & Co.
South Bend, Indiana
James P. Doyle 
Doyle & Keenan 
Davenport, Iowa
Lewis M. Foster
Spark, Mann & Company 
Boston, Massachusetts
Lawrence J. Scully
Touche, Ross, Bailey & Smart 
Philadelphia, Pennsylvania
Robert M. Williams 
Williams & Co.
Prescott, Arizona
4Practice review committee reports
The Institute’s committee on practice review 
has been asked to examine 245 audit reports for 
possible deficiencies since it was established five 
years ago. To date, 165 cases have been concluded, 
21 cases are in various stages of review, and 59 
reports were not processed because they were not 
considered deficient or the auditor was not an 
Institute member.
Through correspondence and consultation 
with the reporting auditors, the review commit­
tee seeks to achieve compliance in financial re­
ports with generally accepted auditing standards 
and accounting principles.
The practice review committee met in April 
and announced that the number of auditors’ 
reports submitted in recent months has fallen off. 
This may be due to a lack of understanding of the 
purpose and function of the committee.
The committee has the sole objective of edu­
cating practitioners to meet the standards of the 
profession. It does not take any disciplinary ac­
tion on deficiencies it uncovers, nor does it make 
any referrals to the committee on professional 
ethics for action.
As stated in Practice Review Bulletin # 1, 
"Departures from Generally Accepted Auditing 
Standards and Accounting Principles,” the pur­
pose of the committee is "to encourage compli­
ance with generally accepted auditing standards 
and through education and persuasion, rather 
than by disciplinary action, to eliminate, insofar 
as possible, substandard reporting practices.”
The auditor who signs the report that appears 
deficient is given an opportunity to explain his 
position. The committee studies the explanations 
and sends the auditor its comments on his re­
porting practices.
Reports are submitted on a voluntary basis, 
and the practice review committee does not vio­
late the confidential relationship between clients 
and accountants, nor is the source of a report 
submitted for review revealed.
Members of the American Institute, state so­
cieties, state accountancy boards and other finan­
cial agencies or organizations are encouraged 
to submit for review reports that appear to devi­
ate from generally accepted reporting standards. 
The report submitted may have the name of the 
company deleted but it is necessary that the date 
of the audit report and the name of the reporting 
auditor be given.
Accounting Principles Board
The following members were elected or
re-elected by Council for a term of three
years, beginning January 1, 1968:
Kenneth S. Axelson
J. C. Penney Company, Inc., New York City
Milton M. Broeker
Broeker & Hendrickson, Minneapolis, Minn.
Charles B. Hellerson
Hurdman & Cranstoun, New York City
Charles T. Horngren
Stanford University, Stanford, California
LeRoy Layton
Main, Lafrentz & Co., New York City
John K. McClare
S. D. Leidesdorf & Co., New York City
If a report cannot be processed because the 
reporting auditor is not an Institute member, it 
is referred to the state society for review.
Annual meeting topics include independence
Independence and management services, ac­
counting for government, developing personnel 
for the profession, new frontiers in auditing, and 
accounting’s political and economic impact on 
society are among the topics that will be dis­
cussed in technical sessions when the American 
Institute holds its annual meeting at the Portland 
Hilton in Portland, Oregon, September 24-27.
While members attend these and other ses­
sions, wives will be treated to special tours to 
Bonneville Dam and Mt. Hood. A gala banquet 
will also be held at Memorial Coliseum for the
2,000 persons expected to attend the 80th annual 
meeting.
Among those who have been invited to speak 
are top officials from the federal government, 
leaders in the accounting profession, and pro­
fessors of accounting.
A registration form for the meeting will be 
contained in The CPA for June.
Advance Publication Announcement
1967 Edition of the 
Alphabetical List of Members
Preparation of a new directory o f members of the American Institute is 
about to begin and it is important that we know as soon as possible how many 
members will want to receive a copy when it is published toward the end 
of the year.
The growth of Institute membership has increased the size of this alpha­
betical directory to the point where it must now be published in two volumes. 
And there has been a commensurate increase in preparation, production and 
mailing costs.
W hen the 1965 edition was announced as being available, only 11,000 
members requested it. Since publication o f the directory is apparently not a 
service which is of interest to all members, the Executive Committee has 
decided that some effort should be made to recover at least part of the pro­
duction and mailing costs by charging a nominal price for the forthcoming 
1967 edition.
Members who wish to order the new membership directory at $5.00 are 
requested to fill out and return the advance order form below as soon as con­
venient. W e will be able to effect important savings if we can set a print order 
which more closely corresponds to demand.
ADVANCE ORDER FORM — FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N.Y. 10019
Gentlemen: Please enter my order for the 1 96 7  edition of the A l p h a b e t i c a l  L is t  
o f  AICPA M em b ers at $ 5 .0 0 .  I understand that you will mail my copy as soon as it 
becomes available later this year, without any further notice on my part.
□  Payment enclosed* □  Please send bill
MEMBER’S NAME_____________________________________________________________________________
FIRM ____________________________________________________________________
(If  part of mailing address)
ADDRESS______________________________________________________________________________________
CITY__________________________________________STATE_________________ ZIP CODE __________
*If you send payment, please add 5 percent sales tax in New York City. 
Elsewhere in New York State, add 2 percent state tax plus local tax if applicable.
7Programed learning as adapted by professional development
In January, the first textbook in a new series 
o f programs designed for individual study was 
released by the professional development divi­
sion. T o  date, more than 6,000 copies have been 
ordered by Institute members.
The first text, "A n Introduction to Statistical 
Concepts and Estimation of D ollar Values” in­
augurated the series on "A n Auditor’s Approach 
to Statistical Sampling.” The idea for the text was 
conceived by the committee on statistical sam­
pling of the AICPA, which assumes responsibility 
for the technical content of the series. A distinc­
tive feature of this series is the use of programed 
learning texts. It contains information on the 
practical application of unrestricted random 
sampling for estimation of dollar values or, in 
statistical terms, variables. "A n Introduction to 
Statistical Concepts and Estimation of Dollar 
Values” was programed by Teaching Systems 
Corporation, which worked closely with the 
AICPA committee on statisical sampling. The 
project manager, David Monroe M iller, gives 
this explanation of the teaching technique used:
"Programed instruction is a relatively new edu­
cational method, developed in the late 1950’s and 
early 6 0 ’s largely by B. F. Skinner and other 
psychologists at Harvard University. In a 'pro­
gramed’ text, unlike a conventional text, the 
student is directed to read only one paragraph 
at a time. After each paragraph, or 'fram e,’ he 
is required to answer a question showing that he 
has mastered what he has read. The student then 
turns the page, checks to see if his answer is
correct, and goes on to the next paragraph.
"T h e  questions are not for the purposes of 
testing, but of teaching— equivalent to the care­
fully planned questions that a good teacher will 
ask in class. The material is very carefully struc­
tured, or 'programed,’ so that each step in the 
learning process builds on what has gone before, 
and advances on it slightly.
"Th is method is completely self-instructional 
and self-pacing. By the time the student has 
reached the last of the 328 frames in this volume, 
and has answered every question and done every 
exercise, he has put in approximately eight to 
ten hours of concentrated study— the equivalent 
of far more than that in ordinary lecture-reading 
courses.
''Because of the inherently logical nature of 
programed instruction, a conceptual subject such 
as statistics is ideal for this technique. . . . Pro­
gramed instruction has also been used to train 
(among many others) members o f the Armed 
Services who work on complex machinery, sales­
men who have to be well informed about their 
product, and school children in almost all aca­
demic subjects.
"In  addition to the step-by-step, question-and- 
answer method that characterizes programed in­
struction, the AICPA text on statistics also in­
cludes full-scale problems for the reader to work 
out. The emphasis throughout this volume is 
practical, rather than theoretical.”
The course material is available to members of 
the American Institute for $ 5 ; to others for $6.25.
Miss Merritt begins active "retirement"
Cape Cod in May, Canada in July, and a part- 
time job with a former member of the AICPA 
staff for whom she was once secretary awaited 
Miss Eunice G. M erritt upon her retirement from 
the American Institute May 1.
During 30 years with the AICPA, Miss M er­
ritt became a fam iliar figure to thousands of 
members, whom she served as a staff assistant in 
the professional relations division’s member­
ship relations section. She attended every an­
nual meeting for the past 18 years, where she 
"manned” the information center with better- 
than-computer efficiency and interest. Since join­
ing the Institute’s staff in 1937, she has worked
on the benevolent fund, membership promotion, 
reinstatements and resignations and maintained 
records for committee appointments.
Miss M erritt was feted at luncheons at the 
Princeton Club and the Top of the Six’s before 
her departure. Upon her retirement, the Institute 
presented her with a set o f eight bouillon cups 
and saucers to match her collection of Minton 
china. Friends on the staff also presented her with 
a check for a new portable electric typewriter.
Miss M erritt’s new part-time job is with H. T . 
W inton, formerly Administrative Secretary of the 
AICPA, who now owns Oronoque Orchards in 
Stratford, Conn.
8Letter to the editor
Computer takeover in 10 years
I have just finished reading "W ill the Compu­
ter Replace the CPA?” in The CPA, March 1967, 
and feel compelled to join the issue. I agree with 
Mr. Carey and Dr. Davis and would answer the 
above question with an emphatic "yes.” I feel 
qualified to speak out on this issue, having prac­
ticed as a CPA for five years in New Y ork  and 
having spent the last twelve years in the data 
processing and computer field, during which time 
I originated the Computax program and partici­
pated in several proprietary computer packages.
N ot only do the computers represent a threat 
to the accounting profession, but I believe that 
they will make the accountant’s function obso­
lete within five to ten years. Like it or not, most 
of the accountant’s time is spent on functions that 
are routine duties which can be done more eco­
nomically and proficiently by a computer: for 
example —  confirming of receivables and pay­
ables, reconciling bank accounts, checking ledger 
postings, taking trial balances, calculating ac­
cruals, taxes, depreciation, etc. These functions 
are being taken over by the computer.
Time sharing for lower cost
Lest the accountant feel that his clients are too 
small to be able to afford the expense o f a com­
puter, the recent innovation of time-shared com­
puters, where the user has direct access to a 
computer through the use of a telephone (touch­
tone) or typewriter (T e le ty p e), brings the cost 
of a computer within reach of everyone. W ith 
time sharing the user pays only for the actual 
computer time used plus communication costs.
It is apparent that these time-shared computers 
will be operated as financial utilities by banks and 
large computer firms. These organizations will 
offer  comprehensive standardized computer pro­
grams to perform such functions as write-up 
work, financial reporting, payroll, accounts re­
ceivable, billing, etc. Gradually these packages 
will become more customized and reasonably 
priced until the general public cannot afford not 
to use them. Even today it is possible for an indi­
vidual or business to code cash transactions in 
such a way that a bank can render financial re­
ports, including percentages and ratios and, yes,
even some warning comments using management 
by exception techniques.
Some human discretionary decisions will still 
be required, particularly in coding the input 
transactions and interpreting the financial state­
ments for the client— but these functions are not 
very time consuming. As a result the accountant 
will be billing out less time. Since his efforts are 
more in the decision making area and less in the 
clerical area, his time should be worth more to 
his client, and his rates should increase. How­
ever, as the computer takes over more o f the 
accountant’s functions, the demand for account­
ant’s services will decrease, and the increased 
competitive situation will have a depressing ef­
fect on the entire profession.
Taxpayers can tell it to computers
Mr. Shine indicates that he does not see the 
computer replacing the accountant in prepara­
tion of tax returns and conducting a client inter­
view. Perhaps he has not read about computer 
teaching machines and programed instruction 
wherein children answer computers by typewriter 
or electronic pens, and the next instruction from 
the computer is based upon the student’s previous 
answer. Does Mr. Shine think that the average 
taxpayer cannot be similarly taught —  perhaps 
with a touchtone telephone hooked up to a T V  
tube? Apparently the IR S feels that the taxpayer 
can be so guided as evidenced by some of their 
new tax questionnaires.
W hy isn’t the accounting profession more 
alarmed if the majority of its current income will 
be absorbed by the computers within five to ten 
years? Perhaps it is, though I doubt it. Perhaps 
the members do not fully comprehend the impli­
cations of this computer revolution. T he elder 
statesmen o f this profession may escape the ef­
fects of this computer takeover as they may reach 
retirement age in the next five to ten years. How­
ever, younger accountants will suffer by seeing 
their horizons shrinking. This group, which gen­
erally has a small voice in the accounting sphere, 
should be more concerned and vociferous in its 
search for a solution.
Just where does the accountant fit into this 
expanding computer age? I believe the account­
ant will be superseded by computer analysts 
and programers who have proven themselves 
capable o f setting up complex accounting com­
9puter programs without the need for accounting 
proficiency. Therefore, the younger accountants 
might become systems and computer oriented 
and assist their clients in getting ready for the 
conversion to the computer— thus speeding up 
the day when the accountant makes himself obso­
lete. To this end any experience gained with 
punched paper tape or any other data processing 
media will benefit the accountant. Though he 
may lose money, he will gain invaluable experi­
ence. However, this alternative cannot absorb the 
entire accounting profession.
In summary, the picture for the accountant in 
the next five to ten years is not a promising one. 
The crucial decisions should be made now, par­
ticularly by the younger accountants of today.
Alan A. Stern, CPA 
Computer Sciences Corp.
Los Altos, California
Retirement funds to be invested in equities
Funds from the Members Retirement Plan may 
be invested in equities for the first time as a result 
of the Securities and Exchange Commission’s ap­
proval of a registration statement filed by Mu­
tual Of New York, the life insurance company 
selected for the plan.
The investment program will be comparable 
to that of the Employees Retirement Plan, in 
which part of the funds collected are invested in 
common stocks, and part are deposited at a fixed 
rate of interest (4 ¾%  last year) with additional 
surplus interest credited to the Trust as a result 
of experience rating.
An option to subscribers to adopt the new in­
vestment program will apply only to those elect­
ing it in states where it is permitted. Subscribers 
will be able to exercise the new option as soon as 
administrative procedures have been established 
and approved by the Retirement Committee and 
contributors have received a prospectus.
Amendments to the Self-Employed Indi­
viduals Tax Retirement Act (the "Keogh Act”) , 
which enlarge the amount of Federal tax deduc­
tions permitted, will increase the attractiveness of 
the retirement program.
In 1966, there was a net increase of almost 21 
per cent in the number of subscribers and over 16 
per cent in the number of individuals participat­
ing in the retirement plan. Contributions for the 
year increased about 23 per cent.
Milwaukee student wins merit scholarship
A high school senior who intends to become 
a CPA has been awarded a National Merit Schol­
arship sponsored by the American Institute of 
CPAs. Steven H. Pollack, a letter man on the 
football team at Whitefish Bay High School, 
Milwaukee, will major in accounting at the Uni­
versity of Wisconsin with the help of the four- 
year Merit Scholarship he won in nationwide 
competition.
Mr. Pollack has been class vice president and 
a member of the track team at his high school. 
He has also been active in the school’s youth 
council, student council, forensic team and folk 
singing group.
This is the fifth year the American Institute 
has sponsored a National Merit Scholar. At any 
given time, four merit scholars are studying under 
AICPA sponsorship. Mr. Pollack will become the 
freshman scholar this fall.
In the 1967 competition for the coveted 
awards, there were 14,000 finalists. More than 
2,400 students won this year’s scholarships, 
which are valued at $8.6 million. The Ford Foun­
dation is underwriting 625 of them, while the re­
maining three-fourths of the total are being spon­
sored by 340 corporations, colleges, foundations, 
other organizations and individuals.
Doctoral candidates awarded AICPA grants
The American Institute has awarded $17,600 
in grants to four graduate students as part of its 
program to promote doctoral research in the field 
of accounting.
The recipients are: Gary M. Cadenhead, Stan­
ford University; Theodore J. Mock, University of 
California, Berkeley; Harry J. Kies, CPA, Uni­
versity of Wisconsin, and Bruce L. Oliver, Uni­
versity of Washington, Seattle.
The annual awards are designed to increase 
the flow of accounting research, reduce the time 
required to complete the doctorate in accounting 
by making it possible for the recipients to con­
centrate fully on their dissertations, and to en­
courage outstanding candidates to consider a 
career in teaching accounting.
Mr. Oliver, a teaching assistant at the Uni­
versity of Washington, is studying the application 
of recent advances in the quantitative sciences to 
financial reporting. Mr. Kies is concentrating on 
problems connected with forecasts and estimates
10
in published financial reports. Mr. Mock is study­
ing standards of relevance in accounting informa­
tion. Mr. Cadenhead, who holds an M.B.A. from 
Harvard University, is studying circumstantial 
variables.
Heavy demand for church financial guide
"The Layman’s Guide to Preparing Financial 
Statements for Churches” has been reprinted by 
the Institute as a 16-page free booklet and mailed 
to 2,000 church administrators and religious edi­
tors. It was written by Malvern J. Gross, CPA, as 
an aid for volunteer church treasurers and origi­
nally appeared in the Price Waterhouse Review.
The guide has been in wide demand since its 
publication a month ago. The Greek Orthodox 
Church of North and South America has ordered 
copies for use in its 450 parishes; the Orthodox 
Jewish Congregations of America requested the 
booklets for professional synagogue administra­
tors; some 300 seminarians at Fuller Theologi­
cal Seminary, Pasadena, California, will study
the guide in their classes; six colleges have or­
dered quantities for undergraduate and post­
graduate programs.
Such heavy demand for the publication dem­
onstrates the impact a public service related to 
accounting, but not directly concerned with 
normal daily accounting activities, can have on 
the public. The need for this type of material is 
evidenced by the greater-than-usual number of 
requests already received for the guide.
Members and state societies may obtain copies 
for distribution in their areas from the AICPA 
Order Department.
Copies of How to Hire Junior Accountants, 
the kit containing an LP record, suggestions 
on recruiting and the do's and dont’s of in­
terviewing are available at no cost to mem­
bers, and for $2.00 to non-members, from 
the AICPA Order Department.
the CPA. MAY 1967
The CPA is the membership bulletin of the Ameri­
can Institute of Certified Public Accountants, Inc. 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Second class postage paid at New York, N. Y.
 
JUNE 1967
Competitive bidding rule not to be enforced
The Institute will continue to refrain from enforcing Rule 3.03 of the Code 
of Professional Ethics on competitive bidding, according to a recent decision 
of the executive committee and Council made on the advice of legal counsel.
On the basis of two earlier legal opinions that the Rule subjects the Insti­
tute to risks under federal antitrust laws, it was proposed last year that Rule 
3.03 be repealed. Although a majority of the members who voted in the recent 
mail ballot favored repeal, the vote fell short of the two-thirds majority re­
quired by the Bylaws for amendment.
Legal counsel advised the Institute to continue to refrain from enforcing 
the Rule until there should be a change in circumstances justifying a different 
opinion as to its legal status and that it should be made clear to the member­
ship that this is the policy being followed.
The desirability of doing so has been underscored by the attitude of rep­
resentatives of the United States Department of Justice in a preliminary 
investigation in regard to the Rule initiated in late April. The Antitrust Divi-
( continued on page 4)
Draft statement on tax responsibilities issued
• The exposure draft of Statement No. 5 in the AICPA’s tax practice re­
sponsibilities series is now available to members on request. The statement, 
"Knowledge of Error,” discusses the responsibility of a CPA
• when he learns of an error in a client’s previously filed federal tax return 
or of a client’s failure to file a required federal tax return;
• when he is asked to prepare the current year’s return for a client who 
has refused to rectify a material error which understates tax liability on a prior 
year’s return;
• when he is engaged to represent a client in an administrative proceeding 
regarding a return which understates tax liability.
The draft was prepared by the committee on federal taxation. All com­
ments submitted to the committee will be considered before a vote is taken.
Two named for highest award of American Institute
The American Institute’s highest award, the CPA Gold Medal for Distin­
guished Service, will be made to two former presidents of AICPA at the 
annual meeting in September. The medal will be presented to Robert E. 
Witschey posthumously, and to Clifford V. Heimbucher, who currently heads 
the Accounting Principles Board.
2from the President 
HILLIARD R. GIFFEN
Changes in staff organization
Members who read in the April CPA of 
Leonard Savoie’s appointment as executive vice 
president and Jack Carey’s new title of adminis­
trative vice president may wonder what’s hap­
pening in the Institute’s staff.
The answer to the unasked question is: quite a 
few important changes are occurring.
They all arise from the report of the commit­
tee on structure, which was sent to all members a 
year ago. As you will recall, the committee made 
the observation that the Institute had grown 
enough to cross the line which separates a small 
organization from a large one, but that its organ­
ization and procedures hadn’t been adapted to 
the change.
Broadly speaking, the Institute is concerned 
with two things: first, the technical and profes­
sional problems which affect the relations of its 
members with the worlds of business, finance and 
government; and, second the maintenance of the 
Institute as an effective organization through 
which the profession can get things done.
Traditionally, responsibility in the area of 
technical matters has rested with committees 
composed of volunteers— though assisted by full­
time staff. Responsibility for organizational ac­
tivities —  meetings, publications, membership, 
state society and public relations, internal man­
agement and other non-technical activities— has 
rested largely on the executive director and his 
staff, though supervised by committees.
In recent years, the technical problems have 
proliferated, and more and more committees have
been created to cope with them. Since the time 
which volunteers can devote to committee work 
is limited, there have been delays. Problems have 
sometimes bounced back and forth between com­
mittees. Important projects have been occasion­
ally neglected because of the absence of any sys­
tematic allocation of resources.
The new executive vice president will head 
up all technical and related activities— not in the 
role of decision-maker (that will remain with the 
committees), but in the role of expediter and 
coordinator. He will, in addition, serve as one of 
the principal spokesmen for the Institute to the 
outer world. It is hoped that he will also provide 
a kind of early-warning system, perceiving clouds 
on the horizons while they are still no bigger than 
a man’s hand. In order to free him to perform 
these vital missions, he will be unencumbered by 
any day-to-day administrative responsibilities. He 
will report directly to the executive committee.
The executive director will now be called ad­
ministrative vice president, simply for consist­
ency’s sake. The Council has already indicated 
its intention of electing John Lawler to succeed 
Jack Carey in this post when the latter retires in 
1969. The scope of this position will not change, 
though it is becoming a bigger job all the time. 
The administrative vice president is head of the 
staff organization of more than 200 people — 
engaged in scores of projects and activities, in­
cluding education, examinations, publications, 
professional development, public relations, legis-
( continued on page 4)
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3Should CPA firms be accredited?
Would it be to the advantage of the profession 
as a whole if CPA firms, as firms, could obtain 
authoritative recognition of their competence as 
independent auditors? This is a question which 
the Institute’s planning committee is now con­
sidering. The answer can come only from the 
members themselves— would they welcome some 
process of firm accreditation?
W hat raises the question? It arises from the 
fact that independent audits, with few exceptions, 
are conducted by groups, not individuals, and 
most of these groups are CPA firms. Some of 
these firms, to be sure, may be sole proprietor­
ships, but most of them have staff assistants. For 
the sake of convenience, they may be called prac­
tice units. The fact that a proprietor or the part­
ners of a practice unit are CPAs indicates the 
professional qualifications of those individuals. 
However, this in itself does not necessarily per­
suade outsiders that the practice unit as a whole 
is competent in the field of auditing. For one 
thing, some practice units devote themselves 
mainly to basic accounting and tax work rather 
than auditing. Other practice units may perform 
opinion audits, but the competence of their staff 
personnel, their training procedures, or their 
quality controls may not be up to the standards of 
other firms. Indeed, even the CPA partners may 
not be thoroughly familiar with generally ac­
cepted auditing standards and accounting 
principles.
The public interest is widely affected by inde­
pendent audits, since credit grantors, government 
agencies and investors rely heavily on the audit 
opinions of CPAs. Clearly, the economy requires 
competent auditing firms of all sizes. There are 
thousands of giant corporations whose activities 
are widely dispersed geographically, there are 
millions of small local businesses, and there is 
everything in between. Many of these businesses 
require independent audits for one reason or an­
other. How can the users of financial statements 
be reasonably assured that the independent audi­
tors —  the practice units whose names appear 
under the opinions —  are truly competent and 
independent?
Long-established firms, be they local, regional
from the Executive Director 
JOHN L. CAREY
or national in scope, are usually well and favor­
ably known among the banks and the financial 
community generally. Their records indicate that 
they are competent and reliable. But many of the 
younger and smaller CPA firms, of which thou­
sands have been established since World W ar II, 
may not enjoy such widely accepted reputations. 
A firm may be well known in its home town. But 
when its client has to go to a large metropolitan 
bank for a loan, or to an investment banker for 
a public offering of its securities, questions may 
arise as to the competence and independence of 
the CPA firm.
Examination a way to accreditation
From time to time it has been suggested that 
the Institute might develop a means of accredit­
ing CPA firms as independent auditors. Firms or 
branch offices of firms which desired to be evalu­
ated would voluntarily submit to examination by 
teams of competent CPAs selected from a panel 
which might be appointed by the Institute’s ex­
ecutive committee. These teams could operate 
much in the manner of teams which accredit edu­
cational institutions. They would examine the 
qualifications of partners and staff, typical work­
ing papers, audit programs, reports, quality con­
trols, recruiting and training procedures, library 
facilities, and so on. They would investigate the 
local reputation of the firm under evaluation and 
consider all other elements appropriate to the 
objective.
The firm being examined would pay the ex­
penses involved. Firms whose audit competence 
was considered satisfactory could be permitted to 
indicate this fact on their letterheads, and per­
haps by a symbol in the Institute’s directory of 
firms, which is mailed to banks, government 
agencies, and other users of audit reports. Firms 
which were not considered to meet a satisfactory 
standard on first examination could apply for 
evaluation again after correcting deficiencies. 
Accredited firms might be required to submit to 
additional reviews at intervals of, say, five years.
It is suggested that such a procedure would be 
an incentive to excellence. It would be helpful to
( continued on page 6)
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4Competitive bidding ( from page 1 ) 
sion of the Department stated that the investi­
gation stemmed from complaints from sources 
which Department representatives characterized 
as responsible but which they have not disclosed.
The Institute’s counsel has explained to the Jus­
tice Department the desirability of a rule against 
competitive bidding to help maintain proper 
professional standards and the legal arguments 
which can be made in defense of the Rule.
Although the Department of Justice will not 
issue rulings on agreements or practices of a con­
tinuing character as distinguished from proposed 
single transactions, the Institute has been advised 
that the Department’s representatives consider a 
rule by a private association against competitive 
bidding to be illegal. For the present, however, 
they appear to be willing to withhold further 
action, on the basis of the Institute’s nonenforce­
ment of 3.03 combined with adequate announce­
ment to Institute members that the Rule will not 
be enforced.
The Institute’s legal counsel has made it clear 
to the Department that the Institute’s decision 
to refrain from enforcing Rule 3.03 is not neces­
sarily permanent and that the Institute’s future 
action could be affected by the resolution of liti­
gated cases involving other professions or other 
changes in the legal circumstances.
At the Council meeting in May, the question 
was raised whether the failure to obtain the re­
quested two-thirds vote for repeal of the rule 
obliged the appropriate committees and officers 
to enforce it. The response was made that they 
could not reasonably be expected to take action 
which they believed to be illegal, and which 
could expose the Institute to financial penalties 
and harmful publicity.
Giffen ( from page 2)
lation, state society relations, ethics, service to 
some 70 committees, and internal administration 
of a growing organization of 60,000 members.
To help the administrative vice president in 
coping with this conglomerate operation, the 
appointment of several deputies has been author­
ized. Guy Trump, director of education, is one. 
Stewart Schackne, public relations consultant, has 
been handling a good many of the duties which 
would be assigned to a deputy for communica­
tions. There may be two additional deputies.
The material sent to all members with the mail 
ballot contained the following paragraph:
In view of the possible drastic penalties, 
those involved in the disciplinary machinery 
of the Institute are naturally reluctant to 
summon any member to trial for engaging 
in competitive bidding. No action, in fact, 
has yet been taken under the Rule. None is 
likely to occur in the future. The Rule, there­
fore, is already inoperative.
Among the arguments against repeal set forth 
in the same material was the following:
It is suggested that the Rule is already a 
"dead letter” because the threat of legal ac­
tion inhibits its enforcement. The failure to 
apply it is regrettable; but even if it is not 
enforced, its presence in the Code at least 
proclaims the profession’s distaste for an 
unseemly practice which encourages sub­
standard performance— and this alone may 
have a beneficial influence.
In the opinion of legal counsel, repeal of 
Rule 3.03 would have given the Institute maxi­
mum protection. Since the repeal effort did not 
succeed, counsel strongly advised a public an­
nouncement that the rule would not be enforced 
pending a change in circumstances. Council de­
cided to follow that advice.
The Institute has been advised by counsel that 
its representatives may continue to attempt to 
persuade governmental authorities and others of 
the undesirability of procuring accounting serv­
ices by competitive bidding from the standpoint 
of maintaining proper professional standards.
Counsel has advised further that rules against 
competitive bidding properly adopted by official 
state boards of accountancy are not subject to 
general attack under the antitrust laws.
W ith the executive and administrative vice pres­
idents, they will constitute the executive office.
The division directors will continue as at pres­
ent as operating heads in their respective areas.
Policy control and decision-making will re­
main in the hands of committees composed of 
members. I am confident that the strengthening 
of the staff organization will greatly accelerate 
the Institute’s work on behalf of the profession. 
W e are in a period of rapid change. As never 
before, we need an aggressive and effective na­
tional organization. I think we have it.
5Managing Director describes achievements of the Institute to Council
Managing director John Lawler reported in­
formally to the Council meeting in Miami on 
the achievements, membership growth, financial 
history and staffing of the American Institute.
He underscored the point that the "present 
concern over the future strength of the Institute 
should not be regarded as a sign of weakness. 
On the contrary,” he said, "it is the very success 
of the Institute over the years in aiding the pro­
fession to achieve its objectives which has gener­
ated a desire to move the organization forward 
to a higher level of excellence.”
Among the achievements he mentioned were: 
"the growingly effective work in the field of ac­
counting principles; the passage of the Keogh 
retirement bill and the development of the In­
stitute’s pension plan for members; the explora­
tions of the long-range objectives committee 
culminating in the book, The CPA Plans for the 
Future; the inauguration of the professional de­
velopment program; the resolution of the con­
flict with the legal profession over tax practice; 
the defeat of every legislative effort to debase 
the standards of CPA certification; the vast ex­
pansion in the federal government’s reliance on 
independent audits; the completion of a distin­
guished inquiry into the educational preparation 
required of CPAs; the publication of three maga­
zines and numerous books, pamphlets, brochures, 
Opinions and articles; the establishment of a 
number of programs in aid of accounting educa­
tion; the all-out effort to aid members in adjust­
ing to the computer era; the devoted work of the 
tax committee in reviewing revenue legislation; 
the codification of auditing statements . . . ”
Pointing to the "skyrocketing growth” in the 
American Institute that began after World W ar 
II, Mr. Lawler said that "mem bership had 
reached a little more than 10,000 by 1946;” 10 
years later, it had nearly tripled; two decades 
later it was nearly six times larger. If past increases 
are projected into the future, he said, it seems 
likely that in another decade the membership 
will be approaching 90,000— and in 20 years will 
be near 125,000. "Thus in a 40-year period . . . 
the membership will have increased by 12 times.
"These over-all comparative figures on mem­
bership growth are interesting in themselves,” 
Mr. Lawler said, "but an analysis of the occupa­
tional background or interests of the membership
produces even more significant information.
"The percentage of members in education and 
government has remained virtually constant 
over the 20-year period from 1946 to 1966—  
though there has been a fairly sizeable numerical 
growth in both membership classifications. The 
really interesting shift has occurred in the relative 
percentage of practitioners and members in busi­
ness and industry— the former declining by 11 
per cent, the latter increasing by 9 per cent. It is 
surely a fact of some consequence that, in a 20- 
year interval, the percentage of non-practicing 
members to the total membership has advanced 
from 24 to 34— or, put another way, that about 
three out of 10 members are not engaged in the 
public practice of accounting.
"But what about those 37,000 plus practicing 
members? W hat kind of practice units do they 
represent?” he asked. "How is the membership 
distributed among firms of varying sizes?
"There are 14,196 practice units represented in 
the membership, with 9,354 of them represented 
by only one member,” he noted. "Many of these 
are no doubt sole proprietors; but we also suspect 
that several thousands of these practice units are 
partnerships which limit their support of the 
Institute to a single membership. . . .  At the other 
end of the distribution, some 25 firms provided 
almost 11,000 members— or 30 per cent of the 
total number of practicing members. The inter­
pretative emphasis can also be placed elsewhere 
— for example, it can be pointed out that 914 
firms provided half of the practicing members—  
and the other half comes from 13,282 practice 
units. This element of firm size in the composi­
tion of the membership is one which merits con­
sideration in any planning of the Institute’s 
programs.”
Turning to finances, the managing director 
gave a brief review of the financial history of the 
Institute, then continued: "The budgets as finally 
presented to Council are relatively brief; but the 
budget committee itself receives detailed backup 
material for almost every item in the budget—  
and demands more if it believes additional infor­
mation is required.
"T h e  proposed budget scrutinized by the 
budget committee is a product of a series of 
conferences between the division directors, the
( continued on page 16 )
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many firms which may be unaware of deficiencies 
in their standards or practices. It would be reas­
suring to users of accounting services. It would 
encourage the impression that the CPA profes­
sion as a whole was determined to render public 
service of distinguished quality.
On the other hand, many members who did not 
wish to have their firms submit to such an evalua­
tion might resent what they would consider dis­
crimination by the identification of those firms 
which had obtained a satisfactory rating.
Also, the fear might arise that the examiners 
might not be objective. However, the panel 
would have to be composed of distinguished prac­
titioners, including members of the Institute in 
firms of all sizes, in all parts of the country, whose 
reputations for competence and independence 
would be acceptable to the membership as a 
whole. The evaluating teams, of perhaps three 
men each, could be selected in such a way as to 
bring to bear different points of view.
Standards could be developed which would 
minimize the subjective element in the evalua­
tion. As a matter of fact, similar standards have 
already been drawn up by some firms in connec­
tion with mergers or acquisitions of other firms, 
in the selection of foreign correspondents, and 
for admission to the several groups of cooperat­
ing firms which have come into being in recent 
years. The standards used by educational asso­
ciations in accrediting their members would also 
provide helpful parallels.
Accreditation of firms is a novel and somewhat 
bold idea, and it may prove to be completely 
impracticable. However, the reactions of Institute 
members are invited. If there does seem to be a 
need, the planning committee is willing to pur­
sue the matter further. If not, it will be dropped.
Audit guide on health and welfare issued
"Audits of Voluntary Health and Welfare 
Organizations,” a 72-page booklet prepared by 
the committee on relations with nonprofit organ­
izations of the American Institute of CPAs, was 
published early this month.
The new booklet discusses problems of internal 
control and record keeping for nonprofit organ­
izations that derive revenue primarily from volun­
tary contributions. Such things as accounting for 
pledges, matching of revenues and expenses,
auditing procedures for investments, fund ac­
counting, expenditures from unrestricted funds, 
and auditing procedures for membership dues are 
treated.
Copies of the booklet may be obtained from 
the Institute’s Order Department for $2.00 each.
Member expelled for advertising
Murray E. Taylor, Jr. has been expelled from 
the American Institute of CPAs for advertising 
the opening of his office in a newspaper in the 
Bahamas.
He was found guilty by a sub-board of the In­
stitute’s Trial Board of violating Rule 3.01 of the 
Code of Professional Ethics which states in 
part . . . "Publication in a newspaper, magazine 
or similar medium of an announcement or what 
is technically known as a card is prohibited. . . . ” 
The sub-board, which met in New York, also 
found that Mr. Taylor had committed acts dis­
creditable to the profession by failing to respond 
to the communications of the ethics committee 
in its investigation of the complaint against 
him.
The three-column ad in the Nassau Guardian 
of March 17, 1966 read:
Announcing Office Opening of 
Murray E. Taylor Jr.
Certified Public Accountant 
Member 
American Institute of 
Certified Public Accountants 
Texas Society of Certified Public Accountants 
Cartwright Bldg., Oakes Field 
P .O . Box 5655 Phone 3-6818
The sub-board was informed that Mr. Taylor 
had lost his membership in the Texas Society of 
CPAs on January 8 ,  1966.
Evidence was introduced showing that publi­
cation of this announcement violated the ethical 
standards observed by practitioners in the 
Bahamas.
The respondent, whose last known address 
was 1006 South Washington, Marshall, Texas, 
was not present at the hearing. The sub-board 
found him guilty of both charges and ruled that 
he should be expelled from the Institute.
No request for review was filed and the expul­
sion became effective on April 28, 1967.
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SATURDAY, SEPTEMBER 23
All Day AICPA Council Meeting
SUNDAY, SEPTEMBER 24






Luncheon for Members and Guests 
and Installation of Officers
Ladies Luncheon and Portland Junior 
Symphony Concert
AICPA Council Organization Meeting
TUESDAY, SEPTEMBER 26






Technical Sessions III and IV 
(simultaneous)
Reception, Dinner, Entertainment and 
After-Dinner Dancing
WEDNESDAY, SEPTEMBER 27
Morning Technical Session V (plenary)
Noon Luncheon for Members and Guests
Ladies' Brunch and Fashion Show
SOCIAL PROGRAM 
Sunday; September 24




American Institute of of public Accountants
monday, September 25
Scheduled as an "open" evening to give members and guests an 
opportunity to visit the various attractions o f Portland, the City 
of Roses.
tuesday, September 26
A fun-filled evening for all in Portland's new and beautiful 
Memorial Coliseum. The evening w ill begin w ith Receptions at 
6:30 in the formal and elegant Viennese Room, the nineties Gas­
light Room and the western Pendleton Roundup Room — w ith 
members and guests free to roam from Room  to Room.
The Dinner, starting at 8:00 p.m., w ill be held in the beautifully 
decorated main room. Dress w ill be optional. Dancing w ill be to 
the music of Howard Lanin, one o f the nation's top three "society" 
orchestras. (The orchestra w ill also provide background music dur­
ing the dinner.)
The evening's entertainment w ill be provided by JOHN RAITT, 
one of the finest baritones in the contemporary theatre. Mr. Raitt 
has played the leading role in the Broadway musicals, " Carousel", 
" The Pajama Game" and "A Joyful Noise". He starred, w ith Doris 
Day, in the film  version of "The Pajama Game". His frequent TV 
guest appearances and night club performances continue to draw 
rave reviews.
The hour-long show w ill also feature THE BACK PORCH 
MAJORITY, a group that has entertained the President and his 
family at the White House. They have performed on many top TV 
programs including two "Hollyw ood Palace" appearances, six 
shows with Tennessee Ernie Ford, " Hullaballo", "Shindig", and 
their own TV Special.
Following the entertainment, there w ill be dancing in the 
Viennese Room, square dancing (with professional dancers showing 
the way) in the Pendleton Roundup Room  and a nostalgic sing- 
along and dance-along in the Gaslight Room. Once again, mem­
bers and guests w ill be free to roam from Room  to Room to sample 
the variety of after-dinner entertainment that w ill be offered.
Frequently scheduled buses w ill be available to take all mem­
bers and guests to and from the Coliseum which is just a few 
minutes drive from downtown Portland.
Important The Dinner w ill be held in a single large ballroom this 
year, w ith room for everyone. However, in order to plan most effec­
ively for your comfort and convenience, we must limit group seat­
ing arrangements to those made by advance registration only and re­
ceived in the Institute's office prior to September 8 ,  1967. For those 
not desiring group seating, table reservations w ill be assigned to 
the best available table on a first-come, first-served basis. All seat­
ing for registrations received after September 8th w ill be assigned 
on the latter basis. If you desire group seating arrangements, be 
sure to mail your advance registration in time for it to reach the 
 Institute's office prior to September 8th.
m o n d a y ,  S e p te m b e r  25
9:00 a.m. —  12:00 noon. Annual Business Meeting. Presi­
dent Hilliard R. Giffen presiding.
THE PEOPLE PROBLEM IN THE PROFESSION
Acquiring and m aintaining adequate professional per- 
  continues to be one o f the most critical problems 
 the profession. This session w ill explore the problem  
 suggest solutions.
Who Selects Accounting Careers? 
The Do's and D on't's o f Recruiting
2:00 p.m. to conclusion. Annual Business Meeting (con­
tinued).
The Great Exodus from Practice 
How to Control Turnover
tu e s d a y ,  S e p te m b e r  26
II THE ISSUE OF INDEPENDENCE
The Concerns of Outside Observers 
The View from the Inside
POST-MEETING TOURS
For information concerning tours to Alaska, Hawi,
the South Pacific or the Orient, write directly to
Mr. Robert W. Hensel
Executive Director, Oregon Society of CPAs 
O regon Bank Bldg.
Portland, Oregon 97204
LADIES' PROGRAM 
monday, September 25  
Luncheon at the Sheraton M otor Inn with music by Portland's Jun­
ior Symphony Orchestra, led by world-famous Jacob Avshalomov.  
tuesday, September 26
A choice of four tours (please indicate your 1st and 2nd choices 
on the registration form).
1. OREGON COAST —  Oregon's rugged coast, where the moun­
tains meet the sea. Lunch at Salishan Lodge and an exhibition of 
sculptures and paintings by Northwest artists. A tour o f the Lodge 
and complex. Stops for pictures and exploring at Fogarty Creek 
Park, Depoe Bay and Boiler Bay.
2. MT. HOOD — A trip to Timberline Lodge w ith this breathtaking 
snow-capped peak in its backyard. A stop at Government Camp, 
the beginning of Mt. Hood's popular ski area. Lunch at Bowman's 
Mt. Hood Golf Club.
3. COLUMBIA RIVER GORGE — A trip up famed Columbia River 
Gorge with stops at Vista House high above the river and M ult­
nomah Falls with its cascade of water some 700 feet high. A tour of 
Bonneville Dam and on to Eddie May's Village in Hood River for 
lunch. Return by water level route.
4. CITY OF PORTLAND — A tour of Oregon's largest city and the 
nation's biggest ocean-going inland port, located on the Willamette 
River. Visits to parks and public recreation areas, Zoological Gar­
dens, residential areas, Oregon Museum of Science and Industry, 
sprawling Hoyt Arboretum, and Wilderness Park; then on to the 
Sanctuary of Our Sorrowful Mother with its many acres of serene 
flowers and trees. Lunch at Riverside Golf and Country Club.
Wednesday, September 27
Champagne brunch at the Sheraton M otor Inn with show including 
fashions and Indian children. This is an event you w ill not want to
Hotel Information Portland has numerous fine hotels and motels 
offering more than an adequate number of rooms for an AICPA 
meeting —  all of them located within easy access of one another and 
most of them in the heart of the city.
Annual meeting headquarters w ill be in the Portland Hilton 
Hotel; Ladies' Hospitality Rooms in the Portland Hilton and the 
Sheraton M otor Inn.
Hotel reservations w ill be processed through the Housing 
Bureau of the Portland Chamber of Commerce Convention Bureau. 
Upon receipt of your advance registration, you w ill be sent an 
official AICPA Hotel Reservation Form and pre-addressed envelope 
for you to complete and mail directly to the Portland Housing 
Bureau.
PLEASE USE THE REGISTRATION FORM ON THE NEXT PAGE
12:00 noon —  2:00 p.m. Installation Luncheon fo r members 
and guests.
9:30 a.m. — 11:30 a.m. Two simultaneous technical session
 A CC O U N TIN G  FOR THE GOVERNM ENT
Top officials o f the Federal governm ent w ill present the 
views on the fo llow ing  topics:
Protecting the Taxpayer's D ollar
The Role o f the Regulatory Agencies
The Government's Growing Reliance on CPAs  
A num ber o f questions are being raised on the indepen­
dence of CPAs. This session w ill explore the nature of the  
challenges and the profession's response to them.
12:00 noon —  2:00 p.m. Luncheon fo r members and guests
Guest speaker, Robert V. Hansberger, President, Chief Ex­
ecutive O fficer and D irector o f Boise Cascade C o r p o r a t ion
2:30 p.m. —  5:00 p.m. Two simultaneous technical session
WHAT CAN WE EXPECT?
In their w ork w ith  decision-making management in all 
pes of organizations —  business, governmental, educa­
tional, e tc .—  CPAs are greatly affected by the human en­
vironment. It is therefore essential that they broaden their 
understanding of this environm ent. To help meet this need, 
is special session w ill include tw o complementary ad­
dres on Prospects in Social D evelopm ent  and Prospects 
Science.
12:0 noon —  2 :00 p.m. Luncheon fo r members and guests. 
guest speaker to  be announced.
Wednesday, September 27
  a.m. — 11:30 a.m. Plenary session fo r all members 
and guests.
The CPA and the Computer
 An Inventory o f the A uditing  Committee's Projects
Proposed Statement No. 38 — Unaudited Financial 
Statements
  Ne w  f r o n t ie r s  in  a u d i t i n g
This session w ill review what is being done in auditing 
 meet the challenges o f current technological advances 




PORTLAND, OREGON 80th ANNUAL MEETING SEPTEMBER 24-27, 1967
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
Applications Received After September 8 W ill Be Processed At The Meeting
PLEASE TYPE O R PRIN T DATE
NAME ADDRESS
FIRM CITY STATE ZIP
FULL REGISTRATION
CLASSIFICATION FEE NUMBER
M em ber .....................  $55 per person ....................................  .
W i f e ............................... $45 per person ....................................  
G uest— M ale .......... $55 per person ....................................  .
— Female . . . .  $45 per person ....................................  .
FULL REGISTRATION— TOTAL A M O U N T  ENCLOSED: . . .  
MAKE CHECKS PAYABLE TO : American Institute of CPAs
AM OUNT
FULL REGISTRATIONS ONLY
(see no te  be lo w )
MEMBER:
I plan to attend the members' lunch­
eons on:
M O N D A Y  TUESDAY WEDNESDAY 
□  □  □  
WIFE:
1 plan to attend the ladies' events on 
M O N D A Y  TUESDAY WEDNESDAY
□ □ □
PARTIAL REGISTRATION
D O  NOT FILL IN THIS SECTION IF YOU HAVE COMPLETED THE FULL REGISTRATION SECTION
EVENT FEE
Opening Reception & B u ffe t................................. $12 per person . .
Reception-Dinner-Show-Dance .......................... $20 per person . .
Technical Sessions ....................................................$15 for all sessions
Members' Luncheons — M o n d a y ..........................$ 6 per person . .
— T u e s d a y ..........................$ 6 per person . .
— W e d n e s d a y ...................$ 6 per person . .
Ladies' Concert & Luncheon — M o n d a y ............$ 7 per person . .
Tour & Luncheon— T u e sd ay ............$10 per person . .
Show & Brunch — Wednesday . . .  $ 6 per person .
PARTIAL REGISTRATION— TOTAL A M O U N T  ENCLOSED: . . . .
NUMBER AM OUNT
D O  NOT WRITE IN 
THIS SPACE
This acknowledges re­
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□  Coast □  M t. Hood
TUESDAY M O R N IN G  
  Accounting for the Government 
 The Issue of Independence
TUESDAY AFTERNOON  
  The People Problem in the Profession 
  N ew  Frontiers in Accounting
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  W hat Can W e Expect?
□  Colum bia River
□  City of Portland
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Institute committees report to Council
The reports given by AICPA committee chairmen to the Council at its 
meeting in Miami, May 8-11, were of sufficient interest and variety to 
warrant summarizing many of them here. Single copies of any or all of the 
complete reports are available to members on request.
Accounting Principles Board
Projections indicate another productive year 
for the APB in 1967, in the course of which five 
Opinions are expected to be issued: Accounting 
for Income Taxes in Financial Statements, Re­
stating Financial Statements for Price-Level 
Changes, Disclosure of Financial Information for 
Conglomerate and Diversified Companies, Omni­
bus Opinion— 1967, and Financial Statements of 
Components of a Business Enterprise. Three 
other Opinions, including one on Fundamentals 
of Financial Accounting, are expected to follow 
early in 1968.
The list of those to whom exposure drafts of 
Opinions are sent for comment continues to grow. 
About 7,000 copies are now distributed to state 
and local CPA committees on accounting, presi­
dents of companies listed on various stock ex­
changes, chief financial officers of companies, 
deans of member schools of the American Asso­
ciation of Collegiate Schools of Business, presi­
dents of selected banks, insurance companies, 
government agencies and to others interested in 
financial reporting.
Federal taxation
Scheduled for publication next month is the tax 
committee’s booklet containing 85 recommenda­
tions for amendments to the Internal Revenue 
Code. The booklet is aimed at simplifying the 
Code and dispelling ambiguities and inequities.
In line with its expanded legislative program 
the committee is reviewing eight bills introduced 
in the current Congressional session and is pre­
paring comments for submission to the Ways 
and Means Committee. The committee is watch­
ing with particular interest S 18, a bill which 
would establish a Small Tax Division of the Tax 
Court to handle claims of $2,500 or less.
Representatives of the committee met with IRS 
Commissioner Cohen to discuss extensions of 
time for filing individual returns. The Commis­
sioner indicated that he would issue internal
guidelines to Regional Commissioners and Dis­
trict Directors clarifying the Service’s policy on 
this subject. The guidelines were issued and the 
committee thought they implied that practitioner 
workload should be given substantial weight in 
evaluating extension requests.
Representatives of the committee have drafted, 
for possible inclusion in the proposed amend­
ments to the social security law, a proposal which 
would exempt from self-employment tax 
amounts received by a partner after his retire­
ment under a plan which provides for the pay­
ments to continue for life, provided such partner 
renders no substantial service to the partnership.
Professional development
The board of managers of the professional 
development division expects 18,000 registrants 
in its courses during the 1966-67 year. If revenues 
reach the expected three quarters of a million 
dollars, the operations of the division will break 
even for the fourth consecutive year.
California again led the nation in total enroll­
ments with over 3,000 participants. New York 
was second with over 1,500— more than double 
last year’s figure.
New courses released are the two-day seminar 
Audits of Savings and Loan Associations and a 
five-day executive development program entitled 
Management for Results. At least three addi­
tional courses with six days of course instruction 
will be completed before the fiscal year is over.
Management services
As part of its proposed series of Management 
Services Practice Bulletins, the committee has 
proposed two drafts, "Tentative Nature of Man­
agement Advisory Services” and "Competence in 
Management Advisory Services.” Distribution of 
these bulletins is being deferred until the conclu­
sions of the Institute’s ad hoc committee on inde­
pendence are made known.
Also in preparation are drafts of additional
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bulletins on "Role in Management Services” and 
"Responsibility in Management Services.”
A subcommittee on management services 
guidelines to good practice has begun drafting 
several bulletins which will be available later 
this year.
Three subcommittees have been named to in­
form members in all technical areas by publishing 
specialized articles for the management services 
column of The Journal of Accountancy.
Professional ethics
A revision of Opinion No. 7 has been drafted 
to cover the ethical problems involved in a mem­
ber’s offering EDP services to other practitioners 
and to the public. Members’ comments on the 
exposure draft ( The CPA, Feb. 67) were gen­
erally favorable, and suggestions for improve­
ment will be considered by the committee before 
issuance of the final version.
In the area of compliance with ethical stand­
ards, the committee has 51 complaints under in­
vestigation. Since the last meeting of Council, the 
Trial Board or sub-boards have considered cases 
against 10 members and have decided that five 
should be expelled, three should be suspended 
and two should be admonished.
President Giffen has urged a full exchange 
of information regarding disciplinary matters 
among the Institute, state boards and state so­
cieties. Several societies and boards have already 
filed with the Institute requests for such informa­
tion as it pertains to their members and regis­
trants.
State CPA societies and accountancy boards 
have been invited to send representatives to the 
first National Conference on Professional Ethics, 
which will be held October 15-17, in New York.
Relations with bankers
The section on financial reporting of borrowers 
of the National Conference of Bankers and CPAs 
is making progress on three projects:
1. The CPA members of the Conference have 
prepared a document entitled "The Auditor’s 
Report —  Its Meaning and Significance.” The 
booklet is scheduled for publication July 1.
2. A report of recommendations relating to 
accounting and financial statement provisions in 
term loan agreements will be published by year 
end.
3. A draft of a supplementary questionnaire
for bank credit purposes has been prepared. Its 
purpose is to provide bankers with a means of 
obtaining specific information not contained in 
the auditor’s report.
Relations with state societies
The committee’s most significant accomplish­
ment was the State Society Leadership Confer­
ence held in Chicago, December 5-6. The purpose 
of this Conference was threefold: (1 )  to bring 
to the attention of state society presidents-elect 
the current activities of the Institute; (2 ) to pro­
vide a forum for the exchange of information 
among state society leaders; and (3 )  to assist 
state society officers to plan for their year as a 
state society president.
As a result of the success of the Conference the 
committee proposes a similar one in the fall of 
1967.
Education and experience requirements
This is a new committee established to re-exam­
ine the standards of admission to the accounting 
profession.
Highlights of its work include the preparation 
of position papers regarding the Common Body 
of Knowledge for consideration by the committee 
members and the study of the history of other pro­
fessions’ qualifying experience requirements.
Computers
In order to enable the CPA to develop a better 
understanding of the problems involved in audit­
ing EDP-based records, a task force of accounting 
firm partners with a knowledge of EDP under­
took to write several chapters of a book on the 
subject. An exposure draft of the book has been 
completed and reviewed by about 100 people. 
It will be available to members by December.
Another study deals with the accountant’s use 
of a computer to carry out work on behalf of 
clients. The emphasis will be on the alternatives 
available to the CPA, extending from not using 
a computer at all to acquiring one for his own 
use, together with an evaluation of the economic 
consequences associated with each choice. This 
study is slated for publication in early fall.
The committee has reached an agreement with 
the Auerbach Corporation, which now offers a 
special computer notebook to practicing Institute 
members. It is a continually updated reference 
manual, designed to keep the professional ac­
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countant informed about computer equipment 
and software, computer capabilities and perform­
ance, and accounting oriented developments in 
computers.
Relations with universities
Institute projects intended to draw the account­
ing profession and accounting educators closer 
together include establishment of the AICPA 
visiting professorship, instituting accounting 
literature awards, increasing the amount of funds 
available for grants-in-aid, inviting educators to 
grade the CPA examination, retaining professors 
as consultants for Institute activities in their spe­
cialized fields, and appointing to the Institute’s 
staff professors who can obtain one- or two-year 
leaves of absence from their colleges.
Coordination of recruiting activities through 
the Accounting Careers Council is proving to be a 
reasonable approach to the problem, shared with 
the other major accounting associations, of at­
tracting the brightest high school students to the 
study of accounting in college. Such joint efforts 
result in the pooling of manpower and funds, and 
present an image of a unified discipline to stu­
dents.
Board of examiners
For the November 1966 CPA examination 
the "honor roll states”— those with passing per­
centages greater than the national average— were 
Colorado, Connecticut, Illinois, Kansas, Minne­
sota, Missouri, Vermont and Wisconsin. The per­
ennial repeaters— states appearing regularly on 
the honor roll —  are Colorado, Illinois, Minne­
sota, Missouri and Wisconsin.
The Board has recommended the appointment 
of an ad hoc committee to study the content of 
the CPA examination in the light of the Study of 
the Common Body of Knowledge for CPAs and 
of the standards of admission to the profession.
Auditing procedure
The auditing committee has circulated a draft 
of a proposed statement recommending ways in 
which a CPA may make it clear that he has made 
no examination of, and takes no responsibility as 
an auditor for, unaudited financial statements 
with which his name may be associated.
The committee has in process a draft of a 
statement on "W orking Papers,” which is in­
tended to provide general guidance for the inde­
pendent auditor regarding working papers for 
engagements to which one or more of the gen­
erally accepted auditing standards apply.
In response to a recommendation of the Special 
Committee on Opinions of the APB that the 
terminology of the auditor’s report be improved, 
a subcommittee is considering a revision of the 
standard short-form report.
The committee also has under consideration a 
study of the responsibilities of an independent 
auditor when he learns that financial statements 
he has previously reported upon may be false or 
misleading.
Federal government
The underlying component structure of this 
committee has been expanded to meet problems 
arising from the growth of federal activity affect­
ing accountants. At present 19 committee com­
ponents (consulting committees and consult­
ants) report to the senior committee on their 
activities with federal agencies.
The committee has heard reports of substand­
ard performance by independent accountants and 
has noted some criticism by federal agencies of 
Institute procedures for dealing with such sub­
standard work. Accordingly, the committee pro­
poses to create a subcommittee on substandard 
reporting, which by working with the agency, 
the accountant involved, and the Institute’s staff, 
would conduct an initial evaluation and then re­
fer the matter to existing Institute machinery for 
further action.
The committee’s report also deals extensively 
with the activities of consulting committees and 
with consultant activities.
Health, education and welfare
This committee has met with John Gardner, 
Secretary of the Department of Health, Educa­
tion and Welfare. Mr. Gardner suggested that 
the accounting profession should initiate a con­
tinuing dialogue with top-level representatives 
of the federal government on broad policies and 
principles related to accounting and auditing, 
with a view to improving communication and 
reaching broad agreements on standards accept­
able to accountants both in and out of the gov­
ernment.
As a result of this suggestion the committee 
is considering a further recommendation that the 
effort to develop broad principles of accounting
( continued on page 15 )
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Letters to the editor
Wrong question on computers
Let us refer to the article in the March CPA, 
"W ill the computer replace the CPA? Readers 
comment and others reply.” The question should 
never have been whether the computer would 
replace CPAs. There are innumerable papers on 
the use of computers by the medical, legal, jour­
nalistic and teaching professions, to name a few, 
and yet these professions are not voicing concern 
over their possible demise because of a computer 
invasion.
The questions should really be, "Do CPAs 
want to compete in the commercial systems field 
— or to use the more familiar term, management 
services, and do they want to apply computer 
oriented technology to the problems of audit­
ing?”
The real threat is that CPAs, and this includes 
the little guy, will find themselves on the outside 
looking in with respect to management services 
on the one hand, and on the other hand, in spite 
of continuing high professional standards, dis­
cover themselves suffering from atrophy due to 
the lack of intellectual curiosity.
R o b e r t  E. B u r n s ,  CPA 
Simpson, Riddell, Stead & Partners 
West Montreal, Quebec, Canada
"Father image“ taboo when recruiting
John Ashworth’s comments "To whom should 
we talk and what should we say” in the April 
CPA prompt two comments:
He says that we should say that accounting 
makes an important contribution to society . . . 
that it challenges good minds . . .  that it is a well- 
beaten path to prestige and that accounting means 
security. I agree. However, today’s youth are 
skeptical and will not accept such self-serving 
statements. The CPA should talk about his own 
case experiences, letting the cases speak for them­
selves as to the contribution accounting makes to 
society and to the CPA’s job satisfaction. Most 
CPAs create the "father image” when they talk 
in generalizations. Discussion of experiences 
which involve creativity, conflict and contribution 
is more effective.
Mr. Ashworth says also that recruiting efforts
should be directed toward other than accounting 
students. Such efforts are likely to be only mar­
ginally rewarding at best. In my opinion, the 
best single area for recruiting accounting majors 
is in the first-year accounting courses at our col­
legiate institutions. At the University of Mary­
land more than one thousand students are en­
rolled in our first-year course; yet only twenty 
per cent of these take advanced courses, and about 
ten per cent graduate as accounting majors. Al­
most half of our first-year students are students 
from other colleges on the campus, taking a year 
of accounting as an elective. Here is the point of 
major opportunity. This is where recruiting ef­
forts are more likely to be productive.
Indirect approach for year-round results
Toward this end I suggest that the practitioner 
work closely with his nearby schools in a variety 
of ways, few of which would involve direct class­
room contact with the student. Support for the 
school’s extra-curricular activities, joint partici­
pation in professional meetings, summer intern­
ships for the young faculty members, invitations 
for younger faculty to participate in the firm’s 
staff training programs or conferences are illus­
trative of indirect ways of attracting better stu­
dents to accounting. Many first-year courses are 
taught by the younger, less experienced men, not 
by choice but because of economic necessity. 
Enrich the experiences of these young men, and 
you enrich the teaching of accounting for hun­
dreds of students per instructor over a few years. 
Enriched course content will accomplish Mr. 
Ashworth’s goals throughout the year, rather 
than for one hour.
W e at Maryland are grateful to our profes­
sional colleagues for their continuing support. 
Our instructors accept a responsibility to prose­
lyte their better uncommitted students to account­
ing. Continued improvement in the first-year 
course will attract the better student. The repu­
tation of the accounting program will attract far 
more effectively than self-serving statements. Get 
behind the program and the results will come.
H o w a r d  W . W r i g h t ,  CPA 
Professor of Accounting 
University of Maryland 
College Park, Maryland
15
Tax committee recommends changes in tax forms and schedules
Tax forms and schedules may be modified to 
eliminate the need for yearly changes in them 
if the Internal Revenue Service adopts a recom­
mendation of the American Institute’s committee 
on federal taxation. The proposal is one of sev­
eral submitted by the tax committee that will be 
discussed this month in meetings with the IRS.
Other proposals include the removal of all 
income items from page 2 of Form 1040 to 
Schedule B to provide more space on page 2; the 
expansion of reporting on deductions; a specific 
reference to income averaging on Form 1040 to
inform taxpayers of the benefits of this type of 
reporting; and simplification of employers pay­
roll tax procedures.
For greater ease and simplicity in preparing 
tax returns, the tax committee proposed that 
standardization be extended to depreciation 
schedules and to assets and liabilities sections on 
all business returns.
The committee also suggested that business 
returns incorporate a reconciliation of opening 
and closing balances of property and reserve 
accounts.
Committee reports ( from page 13 ) 
and auditing for governmental purposes be incor­
porated in the Joint Financial Management Im­
provement Program, which has been going on in 
Washington for some years and which the Comp­
troller General wishes to accelerate.
Practice management
The committee on management of an account­
ing practice is considering drafts of proposed 
MAP bulletins on "Staff Manuals,” "Planning 
for Growth of the Firm,” and "Filing.”
Additional bulletins are being considered on 
"Partner Evaluation,” "Library Indexing,” and 
"Capital Needs of the CPA.”
Accountant's legal liability
Only three new actions against accountants 
were reported prominently in the New York 
press in the past year, though there are un­
doubtedly unpublished claims involving signi­
ficant amounts. The liability committee is taking 
steps to keep the Institute in closer touch with 
existing or potential liability problems.
The committee is also attempting to obtain 
relief from the liability burdens placed on ac­
countants by the Securities Act of 1933. A memo­
randum to the general counsel of the SEC seeks 
the Commission’s support of suggested amend­
ments to Section 11 of that Act. These amend­
ments would shift the burden of proof from the 
accountant defendant to the plaintiff, shorten the 
"reliance period” following the effective date of 
the registration statement within which a pur­
chaser of securities is presumed to have relied 
on the alleged untruth in the registration state­
ment on which his action is based, change the 
stated standard of care to that applicable to the 
accounting profession, and provide a statutory 
limit to the liability of an accountant.
State legislation
In view of what many CPAs believe is a need 
to extend the attest function to areas other than 
the expression of opinions on financial state­
ments, the legislation committee is contemplat­
ing an amendment to its "Form of Regulatory 
Public Accountancy B ill” that would provide a 
comparable broadening of the statutory regula­
tion of the attest function.
As a means of implementing the Institute’s 
long-range objective on freedom of international 
accounting practice, the committee has decided 
to delete from the Form Bill the requirement that 
applicants for the CPA certificate either be U. S. 
citizens or declare their intentions of becoming 
citizens. If the states follow suit and eliminate 
the citizenship requirement from their laws, the 
United States may be in a position to exercise 
stronger leadership in the international develop­
ment of the accounting profession.
Practice review
The practice review committee has been in­
structed to report to Council the extent of devia­
tions from the recommendations regarding dis­
closure of departures from APB Opinions. Since 
non-disclosure of a departure of an APB Opinion 
may not be readily evident from the financial 
statements, members are urged to bring to the 
committee’s attention reports which do not meet 
Council’s disclosure requirements.
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Lawler ( from page 5 )
controller and the executive office. It reflects their 
combined judgment, based on experience, regard­
ing the necessary or desirable expenditure of 
funds for the year ahead; it also reflects the out- 
of-pocket costs and the commitment of staff time 
to the programs under way or contemplated by 
more than 60 committees.”
Staffing for expanded services
Mr. Lawler discussed the staffing of the Insti­
tute, stating: "Three staff areas account for nearly 
half of the 77 additional personnel acquired in 
the last decade. The safeguarding of the profes­
sion’s interests in Washington was once handled 
by various members of the staff on an intermit­
tent basis; now those concerns require the full­
time attention of a staff of five. The profession’s 
responsibilities for improving standards of finan­
cial reporting were assigned to two or three staff 
members less than a decade ago; today, the ac­
counting research program and administration
of the affairs of the APB require 13 people— in­
cluding eight CPAs. The professional develop­
ment program did not exist eight years ago; 
now, with more than 40 courses in its catalog and 
registrations running in excess of 16,000 a year, 
it requires a staff of 22— including four CPAs.
"The present staff of about 200 people is or­
ganized into nine divisions, plus the executive 
office,” he said.
The managing director then asked:
"Has it all been worthwhile? Has the invest­
ment of members’ time and money paid a reason­
able dividend in accomplishments for the benefit 
of the profession?
"An answer from me could be rightly dis­
missed as biased,” he said. "But the members 
can make such a judgment— and they have. For 
there is perhaps no better indication of member­
ship satisfaction with the Institute’s performance 
than in a single statistic: the net loss in member­
ship as a result of resignations and non-payment 
of dues last year was less than one per cent.”
t h e  C PA JUNE 1967
The CPA is the membership bulletin of the Ameri­
can Institute of Certified Public Accountants, Inc. 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Second class postage paid at New York, N. Y.
JULY-AUGUST 1967
Executive Committee of AICPA holds summer meetings in Mew York
A luncheon honoring Keith Funston, retiring President of the New York 
Stock Exchange, was the first item on the agenda of the Institute’s executive 
committee, meeting in New York July 19-20. In a brief tribute to Mr. Funston, 
AICPA President Giffen thanked him on behalf of the Institute "for the sup­
port he has given the accounting profession in our mutual efforts to improve 
corporate financial reporting.”
Also present at the luncheon were Andrew Barr, chief accountant of the 
SEC, Phillip L. West, vice president of the Stock Exchange, and Morton B. 
Solomon of the Exchange staff.
Other actions of the executive committee included:
Approval of a statement favoring corporate audit committees composed of 
outside directors who would select auditors and receive auditors’ reports. This 
will be released to the press in August and published in the September Journal 
of  Accountancy.
Endorsed a memorandum on Institute organization prepared by Adminis­
trative Vice President John L. Carey. This will be sent to members of Council 
for discussion at the fall meeting in Portland. If approved, implementing 
changes in the Bylaws will be considered at the Council meeting next spring.
On recommendation of the committee on professional ethics, authorized 
appointment of an ad hoc committee to re-examine the question of allowing 
CPA firms to incorporate.
Approved a recommendation of the committee on federal taxation for a 
series of tax studies to be published in the form of monographs.
Approved for publication a planning committee paper on public relations 
of the profession. This will also appear in The Journal of Accountancy.
Authorized steps to be taken in preparation for acquisition of a computer 
for Institute headquarters.
Approved a plan submitted by Mr. Carey (on request) for preparation of a 
history of the Institute.
2Manpower—accounting's acute problem
When I received my CPA in California in 1935 
there were 14,507 CPAs in the U.S. The Institute 
had only 2,386 members.
At that time none of us foresaw the tremen­
dous increase in the demand for professional 
accounting services that lay ahead, or the need 
for able, educated manpower that faces us today.
It is not surprising that the larger firms were 
the first to perceive the shape of things to come. 
They had the manpower and the capital to free 
up partners for recruiting, training, specializa­
tion—and, perhaps most important, planning. 
These larger firms have been generous in sharing 
the knowledge and experience they have ac­
quired, and we local firms have benefited greatly 
by the pioneering work they have done.
But the Institute has always been keenly con­
scious that most of its practicing members are 
with local firms with little nonchargeable time. 
The Institute, therefore, has always considered 
such assistance to local firms as one of its high- 
priority objectives.
One facet of the manpower problem is the edu­
cational level of our clients, generally small 
businessmen, and the widening scope of our 
practice.
Today there are more than four million sepa­
rate businesses in the United States, and over 
95%  of them are small. Many of these small 
businesses are now managed well, by men with 
college degrees. Masters’ degrees are more and 
more common among younger managers. Even 
Ph.D.’s are not uncommon among small busi­
nessmen in the Boston area.
Of course, better educated clients usually are
better clients. They know what they don’t know 
and therefore seek professional advice more 
often. But clients want advice from men who are 
more expert than they are. And that expectation 
puts a heavy burden on us to stay at least one 
step ahead.
Our response will determine whether our local 
firms attract, or repel, progressive small busi­
nesses that are potential clients. W e know that 
some small businesses which once engaged local 
CPA firms have turned to larger firms to get the 
help they needed.
Another facet of our manpower problem has 
developed in colleges and universities.
In 1959 reports financed by the Carnegie Cor­
poration and the Ford Foundation publicized 
widely something that a few astute universities 
had already discovered. Many business schools, 
in response to startling trends toward specializa­
tion in business, had created more and more 
courses of the "how-to-do-it”, narrowly con­
ceived type. The Carnegie and Ford reports 
pointed out that such courses provided a shaky 
foundation for coping with the complexity of 
real-life business situations. The reports con­
cluded that "trade-school” or "vocational” 
courses had no place on the university campus. 
Gradually such courses are being dropped in 
favor of courses in basic principles and concepts, 
and the fundamental disciplines. This means that 
training in how to audit, and how to prepare 
tax returns, and how to make journal entries, etc., 
may have to come after college.
The last facet of the manpower problem is 
perhaps most serious. The demands on the ac-
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3counting profession are expanding more rapidly 
than the numbers of qualified and interested stu­
dents are increasing.
Mostly, our concern is for quality. Of the total 
stream of top college graduates, too many of the 
big ones get away. And, as we know, you have to 
throw the little ones back.
How is the Institute helping us rise to the 
challenge of the manpower problem? First, by 
drawing the attention of students.
Most of the Institute’s pre-college resources 
have been directed to the senior high school level 
and, in particular, to the college preparatory 
student.
The Institute’s most recent appeal to this 
audience is a full-color, documentary film called 
"Inc.” "Inc.” focuses on the corporation as a 
central institution in our society. The informa­
tion system of the corporation is the hero. But it’s 
quite clear who designed the information system 
and who audits it. The CPA does. In fact, the 
film points out that our economic system would 
not work so well as it does if investors, labor 
unions, governments and corporations did not 
have reliable, CPA-attested information to use 
in their relationships with each other.
Another major recruiting development at the 
senior high school level is the Accounting Careers 
Council, which is sponsored jointly by the In­
stitute and six other national professional 
societies of accountants. Last year it distributed 
more than 510,000 pieces of information about 
accounting careers to high school guidance coun­
selors, math teachers, national merit scholars 
and other top students.
The Institute also promotes accounting careers 
among capable senior high school students by 
sponsoring a full national merit scholarship each 
year and by presenting a scholarship award to 
an outstanding participant in Junior Achieve­
ment annually.
But what is the Institute doing at the college 
level, where the full force of the manpower 
problem explodes?
The Institute recently sponsored a study by the 
Bureau of Applied Social Research at Columbia 
University to learn more about a cross-section of 
college students who chose accounting careers 
and those who did not. W e learned, among other 
things, that accounting is attracting between
4½%  and 5%  of all male college graduates. 
W e also found out that the brightest of the 
4½ %  selected accounting careers during their 
college days, which suggests we should do more 
at the college level. The study also revealed that 
of those intending accounting careers at the time 
of their graduation from college in 1961, about 
30%  had changed their career objective in 1964. 
This is not a group leaving public accounting 
practice for industrial or governmental account­
ing jobs, but is a group leaving accounting en­
tirely.
It is also to the college level that the Insti­
tute’s study of the common body of knowledge 
for CPAs, entitled Horizons for a Profession, is 
most relevant.
Financed jointly by the Carnegie Corporation 
and the Institute, the study is the first large-scale 
effort of its kind sponsored by a professional 
group closely related to a discipline taught in 
collegiate schools of business. W e also are de­
veloping closer ties with the accounting teachers 
and deans of business schools. And, of course, 
the Institute’s involvement includes a program 
of grants-in-aid to doctoral candidates, support 
of faculty research, a program of awards for 
significant contributions to accounting literature.
More students than you might presume actu­
ally are interested in small organizations. 
Enough, in fact, for a group of them at one large 
university to seek out and encourage small firms 
to recruit there. Placement directors at other 
schools will also know of graduates who are in­
terested in local firms. I think the time is right for 
us to take advantage of this interest in small 
firms.
The Institute can help us. Ask for its kit of 
recruiting aids for local firms.
In addition, today’s graduates are acutely con­
scious of the need for continuing education. 
They are likely to be more attracted to a firm 
that takes advantage of the Institute’s profes­
sional development program than to one that 
does not. The program now offers 80 full days 
of instruction on more than 40 topics at all levels 
of proficiency. Plans are under way to bridge 
the gap between graduation and in-charge work 
more thoroughly by developing an additional 
50 days of instruction.
And remember that even the smallest firm 
can cover its employees and members at ex­
4tremely low cost through the Institute’s Group 
Life Insurance Plan. The Institute’s pension pro­
gram, through which partners, staff members 
and clerical employees can build reasonable re­
tirement income, also is worthy of consideration.
Manpower, it is true, is one of our most press­
ing professional problems. But the Institute and
the state societies generally have recognized this 
fact of life and are doing for us what most of us 
cannot do for ourselves. Of course, each local 
firm must drive the final nail for itself by taking 
advantage of those efforts on our behalf.
Only by so doing will it be able to serve the 
expanding needs of small businessmen for advice.
Speakers and technical sessions scheduled for annual meeting
An imposing group of top government leaders, 
educators, corporation executives and AICPA 
committee chairmen and members will address 
the 80th annual meeting of the American Insti­
tute when it assembles in Portland, Oregon, Sep­
tember 24-27. They will discuss such issues as 
changes in the economy, independence, account­
ing for government, staffing the profession, new 
frontiers in auditing, and prospects in science.
The luncheon speaker September 26 will be 
Robert V. Hansberger, President, Boise Cascade 
Corporation, and on September 27 it will be 
Arthur S. Flemming, President, University of 
Oregon.
The business session on September 25 will be 
addressed by Dr. Ezra Solomon, Professor at 
Stanford University. His topic is "CPAs in a 
Changing Economy.”
Speakers at the technical sessions on Septem­
ber 26, in the order of their appearance, will be 
Comptroller General of the United States Elmer 
B. Staats, whose topic is "Protecting the Tax­
payer’s D ollar;” Lee C. W hite, Chairman, Fed­
eral Power Commission, "The Role of the Ac­
counting Profession in the W ork of Regulatory 
Agencies;” and James F. Kelly, Assistant Sec­
retary and Comptroller, Department of Health, 
Education and Welfare, "The Government’s 
Growing Reliance on CPAs.”
Their talks will be followed by discussions 
moderated by Karney A. Brasfield, chairman, 
AICPA committee on relations with the federal 
government. Panelists will be Herman A. Bevis, 
chairman of the Institute’s committee on rela­
tions with HEW , and W illiam Freitag, chairman 
of the committee on Medicare.
In the session on independence, Arthur A. 
Schulte, Jr., Associate Professor, School of Busi­
ness Administration, University of Portland, will 
discuss "The Concern of Outside Observers.” 
Malcolm M. Devore, chairman, AICPA ad hoc
committee on independence, will give "The View 
from the Inside,” while Frank J. Hoenemeyer, 
Executive Vice President, Prudential Insurance 
Company, will discuss "The Role of the Inde­
pendent Auditor.” Ralph E. Kent will preside.
The technical session on the people problem 
in the profession, also scheduled for September 
26, will be moderated by George D. Anderson, 
a vice president of the AICPA. The speakers and 
their subjects are: Wagner Thielens, Jr., Bureau 
of Applied Social Research, Columbia University 
— "W ho Selects Accounting Careers?” ; Louise 
Martin, Manager, Business and Arts Placement, 
University of Washington —  "The D o’s and 
Dont’s of Recruiting” ; Harry I. Grossman, Insti­
tute member from Illinois— "The Great Exodus 
from Practice” ; and Harold J. Wolosin, member 
from New York— "How to Control Turnover”.
E. C. Leonard, Jr., an Institute vice president, 
will moderate the session on new frontiers in 
auditing on September 26. Speakers will be Ralph 
E. Walters, member of the committee on audit­
ing procedure, who will discuss "Proposed State­
ment No. 38 —  Unaudited Financial State­
ments” ; Kenneth G. Cadematori, member of the 
committee on stock brokerage accounting and 
auditing, whose topic is "The CPA and the Com­
puter” ; and Leo E. Burger, member of the com­
mittee on auditing procedure— "An Inventory of 
the Auditing Committee’s Projects”. Panelists at 
this session will be Joseph L. Roth, chairman, 
committee on auditing procedure, and Dr. Gor­
don Davis, AICPA computer consultant.
The September 27 session, "W hat Can W e 
Expea?” will be moderated by Leonard M. Sa­
voie, AICPA executive vice president. Speakers 
and their topics will be Dr. Simon Ramo, Vice 
President,.TRW , Inc.— "Prospects in Science” ; 
and Joseph M. Goldsen, Head of the Social Sci­
ence Department, The Rand Corporation —  
"Prospects in Social Development”.
5Notice of Eightieth Annual Meeting 
American Institute of Certified Public Accountants— September 25, 1967
To the Members of the 
American Institute of Certified 
Public Accountants:
In accordance with the Provisions 
of Article XIV, Section 3, of the 
Bylaws of the American Institute 
of Certified Public Accountants, I
hereby give notice that the regular 
annual meeting of the American 
Institute of Certified Public Ac­
countants will be held at the Para­
mount Theatre, Portland, Oregon, 
beginning at 9:00 A.M., on Mon­
day, September 25, 1967.
In accordance with the Provisions
of Article XII, Section 1(a), of the 
Bylaws, the following report of the 
committee on nominations is sub­
mitted to members of the American 
Institute of Certified Public A c­
countants.
John L. Carey, Secretary 
New York, N. Y., July 21, 1967
REPORT OF THE COMMITTEE ON NOM INATIONS
The committee on nominations 
hereby nominates the following for 
officers and members of Council of 




Marvin L. Stone, Colo.
Vice Presidents
Durwood L  Alkire, Wash. 
Samuel A. Derieux, Va.
Eli Mason, N. Y.
Walter J. Oliphant, Ill.
Treasurer
Ralph E. Kent, N.Y.
For Council Members at Large
(Three-year terms)
Richard T. Baker, Ohio 
Matthew F. Blake, N. Y.
Albert J. Bows, Ga.
Walter E. Hanson, N. Y.
J. T. Koelling, Kans.
Kenneth L. Thompson, Calif. 
Lawrence L. Vance, Calif.
For Members of Council
(Three-year terms)
Clyde M. Sherwood, Alas. 
Kenneth W . Theis, Ark.
George E. Benson, Calif. 
Brenton B. Bradford, Calif. 
Donald T. Burns, Calif.
Kenneth S. Wood, Calif.
Earl R. Moore, Colo.
Douglas C. Heaven, Conn. 
Jack W . Lucas, Fla.
George E. Tornwall, Jr., Fla.
A. Waldo Sowell, Ga.
Howard K. Hiroki, Hawaii
George R. Catlett, Ill.
J. P. Goedert, Ill.
Joseph E. Tansill, Ill.
Robert E. Dick, Ind.
William H. Donahue, Jr., Me. 
C. H. Hoffman, Md.
Howard E. Hansen, Mass. 
Everett M. Hawley, Jr., Mich.
B. Kenneth Sanden, Mich. 
Leonard A. Rapoport, Minn. 
Roy G. Mosher, Mo.
Anthony Gerharz, Jr., Mont. 
Sheldon A. Bernstein, Neb. 
W . Wayne Bunker, Nev. 
Dudley C. Tetro, N. H.
John M. Delaney, N. J. 
Joseph L. Roth, N. J.
Wilbur S. Squire, N. Mex. 
Joseph L. Brock, N. Y.
Arthur J. Dixon, N. Y. 
Frederick H. Kelley, Jr., N. Y. 
Arthur Michaels, N. Y. 
Murray L  Rachlin, N. Y. 
Stanley B. Tunick, N. Y.
David Zack, N. Y.
Dale W . Youngern, N. Dak. 
Frederick H. Roth, Ohio 
John S. Schott, Ohio 
G. Elliott Killian, Okla. 
Maurice A. Webster, Jr., Pa. 
Harold C. Clark, Jr., S. C. 
Dale J. Gage, S. Dak.
John S. Glenn, Jr., Tenn.
Paul N. Cheatham, Texas 
Don C. Chorpening, Texas 
Frank T. Rea, Texas 
Glenn A. Welsch, Texas 
Jordan B. Wolf, Texas 
George M. Marrow, Vt.
C. Hunter Jones, Va.
Rudulph Ellis, Virgin Islands 
Henry V. Benson, Jr., Wash.
Willard H. Erwin, Jr., W . Va.
R. Donald Hevey, Wis.
E. O. Davis, Jr., Wyo.
The committee will nominate the 
following for members of Council on 
the floor of the annual meeting on 
Monday, September 25, 1967, to 
fill vacancies created by the elec­
tion of officers and the resignation 
of a Council member.
For Council Member at Large
(Two-year term)
David F. Linowes, N. Y.
For Council Member at Large
(One-year term)
Louis M. Kessler, N. Y.
For Member of Council
(Two-year term)
Richard S. Helstein, N. Y.
For Member of Council
(One-year term)
Ross C. Cramer, Va.
Each of the nominees has ex­
pressed his willingness to serve if 
elected. The list of nominations has 
the approval of all members of the 
committee on nominations.
Respectfully submitted,
Robert M. Trueblood, Ill., 
Chairman 
Leslie A. Heath, N. C.
Robert I. Cory, Kans.
David O. Gillette, Hawaii 
Richard H. Grosse, Pa. 
Benjamin Grund, N. Y.
Walter K. Rush, Oreg.
July 1, 1967
6Bylaws, revenue code, legislation, subjects of new Institute publications
Three booklets published by the American In­
stitute during July and August deal with Ethics 
and Bylaws, recommendations for changing the 
Internal Revenue Code, and the establishment 
of legislative policy.
All members will receive Code of Professional 
Ethics and By-Laws, 1967, which also contains 
the new description of the professional practice 
of CPAs. The 64-page booklet has a chapter on 
the objectives of the Institute, and contains the 
numbered opinions of the committee on profes­
sional ethics and a schedule of dues.
Recommendations for Amendments to the In­
ternal Revenue Code contains 83 recommenda­
tions for changing income tax laws. Among 
them is a recommendation that a taxpayer 
should be allowed a deduction for cost of meals 
incurred on a business trip whether or not the 
trip keeps the taxpayer away overnight. Another 
proposal is that taxpayers be allowed to deduct 
expenses directly related to seeking employment, 
whether or not employment is actually obtained. 
Also included is a recommendation that deduc­
tions be granted for relocation costs to persons 
moving to new areas of employment and to self- 
employed persons moving their businesses to 
other communities.
Prepared by the Institute’s committee on fed­
eral taxation, which periodically reviews income 
tax laws, the 96-page brochure was presented by 
Donald T . Burns, general chairman of the 
AICPA tax committee, to Wilbur D. Mills (D - 
A rk.), Chairman of the House Committee on 
Ways and Means, and to Sen. Russell B. Long 
(D -L a.), Chairman of the Senate Finance Com­
mittee, in July. Copies were also sent to all mem­
bers of Congress and are available without 
charge to Institute members on request. Mr. 
Burns noted that many of the Institute’s previous 
recommendations for changes in the Internal 
Revenue Code have been enacted into law.
Establishing Legislative Policy is a compen­
dium of talks given at the Second National Con­
ference on State Legislation, Oct. 23-25, 1966 in 
Chicago, Ill. The 96-page booklet is being issued 
by the Institute’s committee on state legislation 
as a guide to state CPA societies for handling 
legislative problems. Among the talks published 
are those on merits of permissive and regulatory 
legislation, the case for a continuing technician
class, a discussion by Andrew Barr, CPA, chief 
accountant of the SEC, on government experi­
ence, and a discussion of the effect of the Com­
mon Body of Knowledge study on state legisla­
tion. Other topics included John Carey’s article 
on the future for accounting legislation, a talk 
by John Costello, CPA, vice president of the As­
sociation of CPA Examiners, on the consolida­
tion of occupational licensing boards, some in­
sights on the composition, duties and finances of 
state accountancy boards, and a discussion of the 
interpretation and enforcement of state board 
codes of ethics.
Wide TV audience to see Institute film
"T o  Give Us The Answers,” the Institute’s 
latest film, a 13½-minute color documentary on 
accounting’s service to society, will be released in 
September for use on television and for showings 
by CPA organizations. The new film is designed 
to show the CPA’s role in the business community.
It will reach its widest audience when it is 
televised on more than 200 stations this fall by 
the National Association of Manufacturers on its 
long established T V  series, "Industry on Pa­
rade.” The 13-subject series, filmed in color, be­
gins in September.
State CPA societies and chapters will be able 
to obtain prints of the film for recruiting and 
other kinds of community programs. They will 
also be able to offer it to T V  stations that do not 
broadcast N AM ’s Parade series.
The Institute’s public relations staff was able 
to interest NAM  in doing a sequence on account­
ing for its series by suggesting modifications in 
the AICPA educational film, "Inc.” to the NAM 
producer, Arthur Lodge Productions. The pro­
ducer used some of the "Inc.” footage, and wrote 
a new script with additional footage. When 
shown on the "Industry on Parade” series, "T o  
Give Us The Answers” will bear a credit read­
ing, "Produced by the American Institute of 
Certified Public Accountants in cooperation with 
the National Association of Manufacturers.”
A limited number of prints are available from 
the American Institute at $40 each. If the demand 
is heavy enough, more prints will be made avail­
able at $65. The prints purchased from AICPA 
will bear only the Institute’s production credits.
7Demonstration of Auditape System scheduled for annual meeting
The rapidly expanding use of computers in 
accounting and business information systems has 
sharply increased the need for effective and effi­
cient means for auditing these systems. The In­
stitute has taken various steps to stimulate the 
profession’s interest and research on this prob­
lem, including a discussion on "The CPA and 
the Computer” scheduled for Tuesday, Septem­
ber 26, at the annual meeting. On the following 
day, a session devoted to auditing computer rec­
ords will be held for those who fill out the cou­
pon below.
Haskins & Sells have developed a set of gen­
eralized computer programs, called the "Audi­
tape System”, to facilitate the audit of records 
maintained by computers. Based on their success­
ful experience, this System, they believe, can be 
very useful to other CPAs. They previously an­
nounced their plans to make it available to Insti­
tute members on a modest licensing basis as soon 
as the initial needs of their practice had been 
served, and now expect to be able to do so reason­
ably soon after the annual meeting.
The Auditape System consists of a brief-case 
size reel of program tape, a small instuction man­
ual, a set of simple specification sheets, and brief 
instructions for the client’s computer operator. It 
can be used interchangeably on different types of 
records of any one client and on records of differ­
ent clients, without requiring any programing by 
the client or the auditor. The training needed to 
use the System requires about two days, but does 
not require any specialized knowledge of com­
puters or programing languages.
Illustrative audit applications of the Auditape 
System include the following:
• Tests or verification of the arithmetic accur­
acy of footings, account distributions, post­
ings, agings, inventory extensions, payroll 
calculations, pension plan classification, and 
computations of averages, ratios, or percent­
ages;
• Analyses to identify items of special audit 
interest because of their amount or other 
characteristics, such as large or old receiv­
able balances, slow-moving inventory items, 
major property additions or repairs, new or 
terminated employees, sales of particular 
products or salesmen, and expenses of par­
ticular types, or individuals;
• Statistical sampling in connection with con­
firmations or other tests of receivables, in­
ventories, payables, other account balances, 
and transactions.
Because of the potential usefulness of the 
Auditape System to the profession, Haskins & 
Sells have been requested to explain and demon­
strate it at the annual meeting and to provide 
training through the Institute’s Professional 
Development Program. Since arrangements for 
this presentation had not been completed at the 
time the program for the meeting was printed, 
members interested in attending this presentation 
are urged to make reservations with the Institute 
promptly by use of the coupon below or by letter 
so that space and computer requirements can be 
planned. The general explanation will begin at 
the Portland Hilton, Wednesday, September 27 
at about 2:00 p.m. and will be followed by a 
demonstration at a computer center beginning 
at 4 :30 p.m.
I plan to attend the following "Auditape 




Mail to AICPA, 666 Fifth Ave.
N.Y., N.Y. 10019
New PD tax seminar announced
A new seminar in the Effective Tax Planning 
series, designed for partners, practitioners and 
senior staff men, has been prepared by the In­
stitute’s Professional Development Division.
This seminar, "Tax Accounting Problems,” 
will be given on August 30 at Las Vegas, N e­
vada, as part of Professional Development Week. 
Notices of other presentations are being sent out 
to firms and practitioners in various areas around 
the country before they are given.
The new course emphasizes difference between 
tax accounting and generally accepted accounting 
principles. Major topics covered include changes 
in accounting method and accounting period, in­
stallment method, adjustments between book and 
taxable income, and dollar-value lifo method of 
inventory valuation.
8Should CPA firms be accredited? The members respond
A representative sample of letters commenting 
on the accreditation suggestion in Mr. Carey’s 
column in the June issue.
I find very disturbing the article "Should CPA 
Firms be Accredited?” in the June 1967 issue of 
The CPA.
It seems to me that the attest function is the 
one common element identifying the practice of 
public accountancy, and that for that reason the 
CPA certificate should itself constitute accredita­
tion for the purposes of the attest function. I 
feel that any proposal to establish higher stand­
ards of qualification to perform the attest func­
tion should be directed not to accreditation 
within the CPA area but rather to setting higher 
standards of qualification for (and perhaps even 
for retention of) the CPA certificate.
Joseph B. Fyffe 
Cambridge, Mass.
W e strongly protest the consideration being 
given to accrediting certified public accounting 
firms. Such a plan would only lead to confusion 
in the eyes of the public. Difficulties would be 
encountered in appointing teams of examiners, 
and enforcement of the progam would be most 
difficult.
Vengrove, Lapolsky & Dworkin 
New York, N. Y.
Your article in the June, 1967 CPA on accred­
iting firms of CPAs seems excellent to me. A 
means of accrediting, such as you suggest, should 
be implemented.
B. B. Woolley 
New Orleans, La.
Our firm has seven partners who are members 
of the Institute and we are unanimously of the 
opinion that insufficient information on the whys 
and wherefores of such a plan has been presented 
to the membership as yet to permit them to come 
to any intelligent or firm opinion on the subject. 
However, our first reactions are that such a plan 
may not be either desirable or beneficial to the 
profession as a whole.
Stern, Porter, Kingston & Coleman 
New York, N. Y.
I have before me your June issue of The CPA.
I have never been so upset by an issue of The 
CPA in my life. I think that we have now become 
practitioners who have nothing else to do but spy 
on the other guy . . . .
I have called a meeting for tomorrow morning 
to determine why we should not drop out of such 
an association.
If I was smart enough to pass the CPA exami­
nation, practice as a CPA for 25 years, why 
should I need a bunch of stool pigeons to come 
into my office and give me an "accreditation”?
George L. Hull 
Seattle, Wash.
Yes.
Undoubtedly it will be a very difficult program 
to formulate, but something of this nature is 
essential to the local practitioners for the reasons 
mentioned in your article in The CPA.
The Institute has done an outstanding job of 
continuing education for the local practitioner 




I have read your article on giving authorita­
tive recognition to qualified accounting firms in 
the June issue of The CPA. I disagree with the 
idea of giving one CPA preference over another 
for the same reasons that the Institute has, over 
the years, forbidden its membership to indicate 
one’s specialty such as tax consultant, manage­
ment consultant, or systems specialist. In many 
cases, individual practitioners are extremely well 
qualified in a particular field, but the Institute’s 
position has always been against permitting a 
member to indicate his specialty . . . .
To create such a status at this point would un­
doubtedly work to the detriment of the smaller 
practitioner who has enough difficulties in today’s 
economy without giving his bigger brother a fur­
ther edge over him. If an accountant, just as a 
doctor, does not do a good job, eventually his 
business will diminish.
Frank P. Hess 
Pittsburgh, Pa.
(Accreditation letters continued on page 11)
New Publication Announcement
Audits of Voluntary Health 
and Welfare Organizations
This new guide examines the many unique problems that may arise 
in connection with the independent audit of nonprofit organizations which 
derive their revenue primarily from voluntary contributions.
In the matter of fund raising, for example, it indicates what steps 
may be taken to ensure satisfactory internal control, especially over cash 
donations. And it shows why fund-raising expenses should be completely 
segregated from other expenses in order to provide an accurate picture 
of operating results.
The study also emphasizes the importance of treating each fund as a 
separate accounting entity, of making sure that restricted funds have not 
been mingled with general funds or have otherwise lost their identity, and 
of evaluating the character and propriety of interfund transactions.
And finally, it considers a wide variety of questions such as how 
to record capital gains and losses on investments, what procedures to 
follow in the case of "investment pools,” and when to examine the 
records of associated organizations. 78 pages. $2.00*
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, postpaid .............  copies of a u d it s  o f  v o l u n ­
t a r y  HEALTH AND W ELFARE ORGANIZATION (0130) at $2.00.
m e m b e r ' s n a m e .____________________________________________________________________________
FIRM___________________________________
(If part of mailing address) 
ADDRESS._______________________________
CITY___________________________________ STATE_______________________ ZIP CODE.
Also send the following earlier Audit Guides . . .
PLEASE SEE REVERSE SIDE FOR DESCRIPTIONS OF EARLIER AUDIT GUIDES
-Audits of Fire and Casualty In­
surance Companies (0121) at 
$2.00
-Audits of Savings and Loan Asso­
ciations (0125) at $2.00
-Audits of Construction Contractors 
(0106) at $2.00 
—Audits of Brokers or Dealers in 
Securities (0120) at $2.00 
-Binder for Auditing Bulletins 
(0109) at $3.50
*AICPA Member Discount
AICPA publications are available to members at a 20 percent discount. 
The minimum order subject to this discount is $2.50. I f  your order totals 
$2.50 or more, please deduct 20 percent from the list prices shown.
(Please add 5 percent sales tax in New York City. Elsewhere in New 
York State, add 2 percent state tax plus local tax if applicable.)
Earlier Audit Guides Still Available
Audits of Fire and Casualty Insurance Companies
This guide will help the independent auditor broaden his knowl­
edge of the fire and casualty insurance business so that he may serve 
clients in that industry with greater competence.
The study covers such subjects as the nature of the business, regu­
lation and its effect on policies and practices, accounting and record 
keeping, prescribed financial reporting principles and practices and their 
variances from those used for business in general, basic forms of financial 
statements, and the auditor’s report. It also includes suggested auditing 
procedures for the work to be done.
84 PAGES $2.00
Audits of Savings and Loan Associations
This study provides a useful guide to the independent audit of 
savings and loan associations to meet the needs of management, the 
investing public, and the supervisory authorities. In addition to a dis­
cussion of actual procedures, the booklet includes an extensive appendix 
which covers supervisory regulations and a chart of accounts.
78 PAGES $2.00
Audits of Construction Contractors
This guide interprets and summarizes the application of accounting 
principles to the commercial business of contracting and considers some 
of the unusual auditing problems which may be encountered.
The booklet consolidates two earlier studies, Auditing in the Con­
struction Industry and Generally Accepted Accounting Principles for 
Contractors, and also includes a new section of illustrated financial 
statements and examples of the wording of auditors’ reports.
102 PAGES  $2.00
Audits of Brokers or Dealers in Securities
This guide is designed to help the independent accountant deal 
with the special problems encountered in the audit of brokerage firms, 
including a review of the procedures for safeguarding the securities of 
customers and compliance with regulations for independent audits of 
financial statements as prescribed by jurisdictional agencies.
The booklet describes the accounting records often used and covers 
the scope of examination and forms of reports.
71 PAGES $2.00
SEE ORDER FORM ON REVERSE SIDE
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. . . Accreditation would split the profession 
wide open.
I feel that there is more of a need to periodi­
cally re-examine the individual certified public 
accountant on audit standards, the frequent 
changes in audit procedures, ethics and other 
nontechnical aspects of the profession.
John Woodcock, Jr.
Willow Grove, Pa.
I believe that it would be very much to the 
advantage of the profession as a whole if CPA 
firms could obtain authoritative recognition of 
their competence as independent auditors.
There are two things that continue to bother 
me even after more than forty years of public 
practice. First is the substantial confidence that 
so many people appear to have in the holder of 
a CPA certificate. And, second, how can so many 
accountants be intelligent enough to pass the 
CPA examination and yet know so little about 
how to make a proper audit?
—  As a member of a small firm I can say with­
out hesitation that we would welcome an evalu­
ation. If our deficiencies were such that we were 
denied accreditation, the correction of our short­
comings would be a challenge. Fr a n k  L. Wilcox
Waco, Tex.
W e are strongly against it and hope you mean 
it when you say that if the reaction of Institute 
members is that there is no need for accredita­
tion, "it will be dropped.”
W e say, drop it! Cornell & Maroney
Passaic, N. J.
I believe accreditation as a theoretical con­
cept would be very good, but from a practical 
viewpoint I feel that rather than helping the 
profession it would be a hindrance . . . .
To me this accreditation would seem only to 
serve to accredit the larger firms which are al­
ready in some aspects over-accredited now by the 
business community . . . .
To assure consistently high quality audits, 
competent experienced people are required at all 
levels. The CPA certificate, I think we all feel, 
is the most universally accepted measure of this 
competence and experience. Thus, the obvious 
conclusion would seem to be that as a starting 
point for accreditation, if we must start, a cer­
tain minimum per cent (perhaps 60 per cent) of 
all professionals in the firm should be CPAs.
C. L. Whitbeck 
Battle Creek, Mich.
W e think the thoughts expressed in your arti­
cle are excellent. Accreditation would help dis­
tinguish those firms that are doing capable, com­
petent work in auditing as compared with those 
firms who have neither the desire nor the ability 
to maintain the standards required by the pro­
fession . . . .
Accreditation may help offset, to a consider­
able extent, the false impression that mere "big­
ness” means competence and "smallness” might 
mean a lack of competence. Lew Knudsen
Milwaukee, Wis.
It would be my personal opinion that such a 
procedure would materially benefit 12 per cent 
to 15 per cent of the membership of the American 
Institute of Certified Public Accountants. The 
balance of the membership, 88 per cent to 85 per 
cent, would probably wither and die on the 
vine . . .
W e wish to register a protest against this pro­
posed procedure.   
 Jerry Norris and Company
Fort Worth, Tex.
Mr. Carey, in his article, seems to insist and is 
intent on forming an "exclusive club” within the 
A ICPA . . . .
Is the AICPA becoming such a vast operation 
that they must have a bureaucratic policing or­
ganization rather than one for the improvement 
of the profession?
. . . .  There is very little doubt in my mind that 
if a situation such as is considered in this article 
should be effected, the CPA as a practitioner 
would just about go the way of the dodo. Why 
should one strive to become a public practicing 
CPA when instead of becoming established, he 
would be haunted by these quinquennials? He 
would eventually become a professional student 
instead of a professional practicing CPA . . . .
Joseph J. Ehrlich 
Chicago, Ill.
If the purpose of this proposal is to further 
alienate, antagonize and force out of the Insti­
tute the small firm, then this proposal will be 
effective. But on the other hand, if we wish to
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retain the small firms as members and upgrade 
their standards of work then we will abandon 
this proposal and substitute ideas, programs, 
seminars, publications and literature which truly 
meet the needs of our smaller members. To date, 
I believe, the Institute has been extremely weak 
in fulfilling this essential function.
Albert J. Storich 
Mansfield, Ohio
I enjoyed your article in the June CPA on ac­
creditation of CPA firms. This seems to me an 
excellent suggestion. The national firms, and 
many of the regional firms, would probably not 
benefit too substantially from such a step, but 
local firms would find it an excellent program in 
at least two respects. Those firms which do try to 
maintain high standards would receive some 
tangible recognition, while those who may be 
a little slack would have some incentive to toe 
the mark . . . .
Perhaps a feasible first step would be for the 
Institute to set up the examination procedure 
solely for the benefit of those firms which would 
want an independent audit of their policies and 
practices. At this stage, reports would be made 
only to the firm which requested the examination. 
My personal feeling is that if the examining 
teams are of high enough caliber, and provide 
the firm being examined with a sufficiently com­
prehensive "management letter,” the program 
would be worthwhile and would contribute 
greatly to raising the standards of professional 
practice even if the next step, accreditation, never 
proved feasible. . . .
Assuming that the examiners were men of 
stature and competence, our firm, for instance, 
would be quite willing to serve as one of the 
initial guinea pigs. William L. Raby
Tucson, Ariz.
Let’s not waste time trying to grade each other, 
but work as a unit to upgrade the profession as a 
whole. Let's drop the consideration.
Phil Ramos 
Juneau, Alaska
Ours is a small firm, only approximately 
twenty-five persons on the payroll, nevertheless 
we have very strong convictions relative to the 
proposal discussed in your article. W e admit the 
accreditation of certified public accounting firms
is a bold idea, and that a number of problems 
will be encountered. However, we are persuaded 
to believe this procedure would probably do 
more to improve the standards of practice than 
all the Auditing Procedures Bulletins that will 
ever be published . . . .  Monroe Shine & Conn
New Albany, Ind.
I believe it would make the holding of a CPA 
certificate completely meaningless in the eyes of 
both the business community and the general 
public. If there is any question as to the compe­
tence, independence and reliability of CPA firms, 
then the standards for issuing the certificate to 
individuals should be raised. Firm accreditation 
will, in my opinion, seriously harm rather than 
help the public image of the CPA and CPA firms.
Stanley Kaplan 
Boston, Mass.
It is, as you say, a bold and novel idea. I per­
sonally, think it would be a very fine thing for 
the profession as a whole if it could be estab­
lished on a fair and equitable basis. It would cer­
tainly tend to upgrade the standard of perform­
ance and tend to eliminate substandard work.
Allen E. Strand 
Greensboro, N. C.
Not the least of my aversions to such a pro­
gram would be the cost of examination by the 
accrediting team. Necessarily, this would have 
to be done by highly competent people or the 
effectiveness of the program would be dimin­
ished. The large firms may well be able to absorb 
this cost— the small firms and sole practitioners 
could not. Ross M. Applebaugh
Tulsa, Okla.
Membership cards —  by request only
The Institute will send a membership 
card to any member who requests one 
in writing. Otherwise, cards are not 
supplied. The 2x4 gray cards carry 
the seal of the A ICPA and state that 
the bearer is a member in good stand­
ing for the fiscal year September 1,
1967— August 3 1 ,  1968.
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Letters to the editor
Computers will change, not replace, CPAs
In the May, 1967 issue, you published a 
letter from Alan A. Stern, CPA, of Computer 
Sciences Corp., Los Altos, California, in which 
he attempted to justify his conviction that the 
computer will replace the CPA. I was unim­
pressed with his arguments and wish to register 
a vigorous dissent.
I cannot generalize about prophets of the 
demise of the CPA in the face of advancing 
automation. But I do question the competence 
of some of them to make such sweeping fore­
casts. People I know who are in the category 
of computer specialists with some accounting 
background, or even with a CPA qualification, 
are not really active in our profession in its 
fullest sense. Though some of them are CPAs 
in the sense of having attained the basic quali­
fications to use the title, involvement in com­
puter technology for them has been a choice 
to avoid the slower, tougher development road 
and the somewhat less obvious promotional 
potential of full-scale professional accounting 
practice.
In consequence of concentration on computer 
technology, some of them lack fully adequate 
exposure in many problem areas of client prac­
tice. They therefore tend to get excited over 
the impact of information handling automation 
on the drudgery aspects of accounting. They 
equate obvious changes in write-up and tick­
mark checking with the elimination of all 
thinking, investigating and problem-solving.
Many of us CPAs have experienced poorly 
controlled results from some EDP service 
bureaus and facilities. W e have found, also, 
that problems of getting data-processing tech­
nicians to understand adequate controls on 
data, and to comprehend the operating and 
business problems to which such information 
might relate, are no different for a general 
service bureau, or for a captive one such as a 
bank might operate. This compels the con­
clusion that the hardware and systems develop­
ment revolution can be no better than the 
people involved. When one considers the edu­
cational level and intellectual discipline de­
manded of programer and computer-operator 
trainees (mostly high school diploma level), it 
is rather obvious that the computer revolution
is going to affect the clerks and the bookkeep­
ing assistants in much the same manner as the 
industrial revolution affected hand-weavers 
and hand-bobbin spinners. Managements in 
that revolution had to learn new techniques, 
and production engineers found demands on 
their minds more exacting. However, thinking 
people adjusted rapidly and benefited much 
more than the untrained and the uneducated.
The CPA is not going to be replaced by the 
computer unless he limits his practice to ele­
mentary information processing. The thinking 
CPA is going to change, to evolve additional 
techniques, and also to upgrade the level of 
intellectual demands on himself and his staff. 
This is happening now, but will take many 
years before really serious displacements occur. 
Publicity and sales promotion talk that "here- 
and-now” push button data processing applica­
tions are generally available for commercial 
use, when in fact equipment manufacturers are 
years behind in software development, have 
heightened the confusion in the minds of the 
uninitiated.
As a smaller firm CPA who has successfully 
and extensively practiced in all professional 
accounting areas, including management ad­
visory services, and who presently has an 
operating computer installation in his own 
office premises, I believe I can speak out from 
a fully-balanced experience. The computer 
technology most certainly will change us, but 
it will never replace the CPA.
Norman J. Elliott, CPA 
Norman J. Elliott & Co.
New York City
EDP reduces need for junior staff
. . .  Since I have worked for several years in the 
computer field, am a trained programer and 
have set up some complex computer systems, 
I believe that I can answer [Alan Stern’s] letter. 
As well as data processing experience, I have ex­
perience using linear programing techniques.
A few years ago, people were predicting that 
the computer would replace middle manage­
ment. Recent studies (M a n a g e m e n t  Se r v ic e s , 
May-June 1967, p. 39) show that this has not
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happened. Now Mr. Stern is consigning us to 
the ash heap, but he is wrong. W hat will un­
doubtedly happen to us is that the computer 
will change the mechanics of accounting. Ac­
countants will have more time for analysis and 
will spend less time on the collection of detail.
Auditing is an area where some firms are 
using computers as a part of their audit. While 
this may substantially reduce the hours on the 
job it will not replace the auditor. About all 
the computer does is reduce the need for 
junior staff. Considering the difficulty of hiring 
staff, this is good news, not bad.
Time sharing has not brought the cost of the 
computer within the reach of everyone. Mini­
mum costs on time sharing run $500-$600 a 
month. Even if they were $50-$60 a month,
Revised Ethics Opinions issued
AlCPA’s committee on professional ethics 
has approved the two revised ethics opinions 
which follow. The revised Opinions also appear 
in the Bylaws and Code booklet for 1967, which 
was mailed to members this month.
Ethics Opinion No. 7: Data Processing Services
Inquiries have been received as to the appli­
cability of the Code of Professional Ethics to 
data processing services.
Some members propose to offer a full range 
of data processing services only to practicing pub­
lic accountants; others, to offer such services 
directly to the public; and some propose to serve 
both the public and the profession. Some mem­
bers would offer data processing services through 
their existing public accounting practice; others 
would offer these services through a separate 
partnership, and still others suggest that the 
corporate form is preferable for such activities.
Whether data processing services are offered 
to other practitioners or to the public, the same 
basic services are usually offered. These include 
the accumulation of data to be used for account­
ing purposes and statistical studies, maintenance 
of accounts, and bookkeeping services. The com­
mittee has long held that services of this type 
are similar to the "write-up” work in bookkeep­
ing services rendered by many public account­
ants, and therefore, when offered to the public, 
are "services of a type performed by public ac­
countants” (Rule 4.05 ) .
they would still only replace bookkeeping, not 
accounting. Even the best of the package pro­
grams are aimed at replacing clerical tasks and 
simply provide the alert accountant an oppor­
tunity to sell his professional services for tax 
planning, auditing and additional systems work.
The computer is most useful on repetitive 
structured problems. Since the unstructured 
problem is where most accountants spend most 
of their time, the computer just isn’t a threat 
to them. Long after today’s third generation 
computers have become obsolete the accounting 
profession will be growing in size and stature. 
Accountants will master the computer and they 
will use it as a vehicle to a brighter future.
John R. Pitcairn, CPA
San Francisco, Calif.
This means that in performing such services 
for the public, members must abide by the Insti­
tute’s Bylaws and Code of Professional Ethics 
even though services of this type are also offered 
by nonprofessional commercial operations not 
bound by ethical rules.
1. Practitioners may not offer data processing 
services in corporate form to the public.
A member may individually or in partnership 
with other persons engaged in the practice of 
public accounting as a principal occupation per­
form the full range of data processing services 
for the public as well as for other practitioners. 
When such services are performed for the public, 
they are considered to be those of a type per­
formed by public accountants and consequently 
the Bylaws and Code of Professional Ethics, 
including Rule 4.06 which prohibits practice 
in corporate form, must be observed (Rule 
4.05). However, a member may have a financial 
interest in a corporation offering data process­
ing services to the public provided such interest 
is not material to the corporation’s net worth, 
and his interest in and relation to the corporation 
is solely that of an investor. In addition, a cor­
porate vehicle may be used for owning or leasing 
equipment.
2. Data processing services solely to practitioners 
may be offered in corporate form.
A member who offers data processing services
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solely to practicing public accountants is not con­
sidered to be offering accounting services to the 
public and, accordingly, would not be prohibited 
by Rule 4.06 from becoming an officer, director, 
stockholder or agent of a corporation engaged 
exclusively in that activity. Since advertising 
comes to the attention of the public, it would be 
permissible to circularize other practitioners, only 
in letter form, announcing that the necessary 
equipment and expertise are available for their 
clients’ benefit, but are not available directly to 
the public.
3. Block time.
The offering of "block time” on data process­
ing equipment does not in itself constitute the 
practice of public accounting so long as it does 
not entail systems design, programing or service 
of any kind and what is being offered is the use 
of the equipment only. Accordingly, the avail­
ability of "block time” may be advertised pro­
vided the names of the CPAs and the fact that 
CPAs are involved are not disclosed. The offer­
ing of "block time” must not be used as a feeder 
to the member’s practice.
Ethics Opinion No. 9: 
Responsibility for Firm Publications and 
Newspaper and Magazine Articles
1. Newsletters and firm literature on special
subjects
This refers to house organs and publications 
on accounting, tax accounting, articles of busi­
ness interest or related subjects distributed under 
the auspices of, or through the facilities of, an 
individual or a firm for the information of clients 
and/or staff. The committee believes that these 
publications serve a useful purpose in keeping 
clients informed and in maintaining client rela­
tions. It does not believe that this medium should 
be curtailed, but the distribution of such material 
must be properly controlled. Distribution should 
be restricted to clients and individuals with 
whom professional contacts are maintained, 
such as lawyers of clients, and bankers. Copies 
may also be supplied to nonclients who specifi­
cally request them and to universities if the mate­
rial is of educational value and does not adver­
tise the professional attainments or services of 
the firm as prohibited by Rule 3 01.
If requests for multiple copies are received, the 
firm should ascertain the intended distribution 
and the number of copies supplied should be 
limited accordingly. In granting requests for 
multiple copies, the individual or firm preparing 
the publications must assume the responsibility 
for any distribution by the party to whom they 
are issued which would violate Rule 3.02, on so­
licitation, or Rule 5.01, on encroachment on the 
practice of another public accountant.
2. Internal Publications
This includes bulletins, pamphlets, etc., con­
taining announcements of changes in staff, ac­
tivities of partners and staff members, staff train­
ing articles and other matters intended for in­
ternal consumption. Because of the nature of 
these publications the committee does not con­
sider outside distribution to be a major problem. 
However, if distribution goes beyond internal 
consumption, it is subject to the restrictions stated 
in Section 1.
3. Staff recruitment brochures
The committee is of the opinion that the dis­
tribution of staff recruitment brochures should 
be limited to college faculty and placement offi­
cials, students considering interviews, and other 
job applicants. The material should be prepared 
in a dignified manner and its purpose should be 
to assist the college graduate in evaluating the 
opportunities offered by the prospective em­
ployer, and answering questions pertaining to 
the scope of operations, staff training, possibili­
ties for advancement, working conditions, loca­
tion of offices, etc.
4. Newspaper and magazine articles regarding
firms or members of the profession
Statements made by CPAs on subjects of pub­
lic interest which are reported in the press and 
thereby contribute to public awareness of the 
profession are not considered advertising and are 
encouraged.
Publicity deliberately cultivated either di­
rectly or indirectly by a member which adver­
tises his or his firm’s professional attainments or 
services is considered to be in violation of Rule 
3.01.
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Institute member expelled, three others suspended
Sub-boards of the Institute’s Trial Board have 
suspended two members for two-year periods, 
suspended another for six months and expelled 
a fourth member.
A sub-board of the Trial Board found that 
David C. Hemrick, Jr., 1401 Peachtree Street, 
N.E., Atlanta, Georgia, violated Rule 2 .02(c)  
and 2 .02(e) of the Institute’s Code of Profes­
sional Ethics in connection with his examination 
of and report on financial statements of a client.
The respondent appeared in his own defense 
at the meeting, which was held on May 6, 1967. 
The sub-board decided that his membership in 
the Institute should be suspended for two years. 
Since no request for review was made, his sus­
pension became effective on June 5, 1967.
Another sub-board of the Trial Board met 
at the Institute’s offices on March 29, 1967, to 
consider the ethics committee’s charges that 
John C. Hurdman, who practices on his own ac­
count at 22 East 40th Street, New York, New 
York had violated Rule 2 .02(c) and (d ) , and 
Rule 2.01 of the Code of Professional Ethics in 
connection with the conduct of his examination 
and the making o f his report on financial state­
ments of a client.
Although summoned to the hearing, the re­
spondent did not appear in his own defense. The 
sub-board decided that his membership in the 
Institute should be suspended for two years. No 
request for review of the sub-board’s decision was 
filed and the decision became effective on April 
28, 1967.
A sub-board found on April 25, 1967 that a 
member of the Institute was guilty of acts dis­
creditable to the profession in having failed to 
file federal income tax returns as required by law 
and decided that his membership in the Institute 
should be suspended for a period of six months 
under the provisions of Article V, Section 4 (d )  
of the Bylaws.
The member appeared at the hearing with 
legal counsel and a witness to testify as to ex­
tenuating circumstances connected with his ac­
tions. Since no request for review of the decision 
was filed, the suspension became effective on 
May 25, 1967.
A sub-board has found that J. Marquis Hed­
rick, 730 West Britton, Oklahoma City, Okla­
homa, was convicted in federal court of assisting
in the preparation and presentation of fraudu­
lent Corporate Income Tax returns and U. S. 
Partnership Return of Income returns. The sub- 
board decided that the respondent should be ex­
pelled under the provisions of Article V, Section
5 of the Bylaws.
The sub-board also found that Mr. Hedrick’s 
CPA certificate had been revoked by the Okla­
homa State Board of Certified Public Account­
ancy, thereby rendering him liable to expulsion 
from the Institute under the provisions of Ar­
ticle V, Section 4 (f )  of the Bylaws.
Mr. Hedrick did not respond to the summons 
to the sub-board meeting, which was held in 
Dallas, Texas, on April 25, 1967. Since no re­
quest for review of the sub-board’s decision was 
made, his expulsion became effective on May 
25, 1967.
The sub-board in each case decides whether 
the name of the respondent shall be published in 
The CPA.
EDP references are donated to AICPA
The Institute has been given three one-year 
subscriptions to Standard EDP Reports, Data 
Communications Reports, and Data Handling 
Reports by Isaac L. Auerbach, President of the 
Auerbach Corporation, Philadelphia.
Availability of the Auerbach Computer Note­
book for Accountants to AICPA members in pub­
lic practice at a special reduced rate of $60 per 
year was reported in the March issue of The 
CPA (p. 5 ).
AICPA Membership Exceeds 60,000
Membership in the American Institute 
reached and swiftly passed 60,000 CPAs in 
June. Over 10,000 new members have 
been admitted in the last three years, and 
there has been a net gain of more than 
50,000 CPAs since 1946.
The membership explosion can be ex­
pected to continue. An extrapolation of the 
growth trend in the early 1950’s produced 
a decided underestimate of what actually 
happened, and the curve is still rising.
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St. Louis financial  writers seminar scores successes in and out of print
A flurry of newspaper articles on various 
aspects of accounting quickly followed the In­
stitute’s third Financial Writers Seminar, held 
June 1-2 in St. Louis.
With headlines like "Even Bankers Can Goof 
Reading Annual Reports,” "Here’s a Warning 
for Stockholders— Read the Small Print,” "CPAs 
Misunderstood?”, "Independent Auditor’s Role 
Gains Greater Significance,” and "SEC Likely to 
Demand More Details by Firms,” some of the 
14 financial newsmen who attended the seminar 
reached their audiences in the midwest and south.
Participating in the seminar were eight CPAs 
from the midwest and New York, two state 
society representatives, a corporation treasurer, 
and two public relations staff men from the 
American Institute. The series of talks they gave 
generated lively discussion and active question­
ing by the newsmen. Among the topics discussed 
was management’s responsibility in reporting 
financial results to shareowners, the investment 
community, employees, government and the pub­
lic. Patrick J. Dowd, vice president and treasurer 
of Monsanto Company, St. Louis, led the discus­
sion. Henry J. Lunnemann, CPA, Lunnemann, 
Slais & Co., St. Louis, explored the basic concepts 
of the accounting function; Homer E. Sayad, 
CPA, Haskins & Sells, St. Louis, spoke on the 
role of the independent CPA in financial re­
porting.
Some of the things to look for in financial state­
ments and annual reports were described by Roy 
Wilhelmsen, CPA, Arthur Andersen & Co., Kan­
sas City. Haldon G. Robinson, CPA, Haskins & 
Sells, New York, answered questions on ac­
counting principles.
Moderator of the seminar was Charles G. 
Gillette, CPA, Arthur Young & Company, New 
York. Other participants were Donald Brei­
meier, executive director, Missouri Society of 
CPAs, and Miss Dorothy Lou Johnson, public 
relations manager, Illinois Society of CPAs. 
Other CPAs who participated were: Louis H. 
Rappaport, CPA, Lybrand, Ross Bros. & Mont­
gomery, New York; H. Lee Schnure, Jr., CPA, 
Elmer Fox & Company, St. Louis; and Max 
Myers, CPA, Myers, Scarbrough and Baker, Jop­
lin, Mo.
Financial editors and newsmen who attended 
were: William Kennedy, Southwest American
and Times-Record, Arkansas; Thomas Clark, 
Des Moines Register; Ted Pollard, Kansas City 
Star; William Kester, St. Louis Post-Dispatch; 
Philip Hauck, Wall Street Journal, St. Louis; 
James Cockrell, St. Louis-Globe Democrat; Rob­
ert Dorr, Omaha World-Herald ; Henry Ruppel, 
Akron Beacon-Journal; David Tver, Oklahoma 
Journal; Elmer Stewart, Nashville Banner; La­
fitte Howard, Knoxville News-Sentinel; Dick 
Curry, Dallas Times-Herald; Hugh Powers, 
Houston Chronicle; and David Pollard, The 
Commercial Appeal, Memphis.
In personal notes to the Institute, which under­
wrote the expenses for the seminar, newsmen 
made such comments as:
"I personally found it to have been more useful 
in my own work than any other meeting of this 
type I have ever attended.”
"I particularly found useful the information 
on accounting basics when they were put down 
to my level as a layman.”
"The seminar was tremendously enlightening, 
and the CPAs rate a rather handsome salute for 
the public service they are rendering.”
The Institute plans to hold other press semi­
nars in the southeast, southwest and the Pacific 
coast as part of the continuing effort to familiar­
ize the press with the work of the profession.
The Institute’s public relations staff arranged 
the seminar.
Institute to hold national  ethics conference
A National Conference on Professional Ethics 
will be held at The New York Hilton, October 
15-17, 1967. The conference, sponsored by the 
Institute’s committee on professional ethics, will 
bring together state CPA societies presidents, ex­
ecutive secretaries, ethics committee chairmen, 
legal counselors and members of state boards to 
discuss compliance with the profession’s rules on 
ethics.
Participants will consider current efforts to 
secure compliance, problems of enforcing ethics 
rules, and the role of the Institute, state societies 
and state boards in enforcing professional stand­
ards. They will explore ways to strengthen the 
disciplinary efforts of the profession.
At press time over 100 paticipants from 36 
states had informed ethics committee chairman 
Ralph S. Johns of their intention to attend.
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AICPA questionnaire on tax extensions
A  confidential questionnaire asking how many 
extensions of time for filing individual income 
tax returns were requested of IRS and how many 
were granted has been sent by the Institute’s 
committee on federal taxation to a sample con­
sisting of 2200 firms and individual practitioners 
represented in the Institute membership. This 
repeats a similar survey made a year ago.
The results of last year’s survey indicated a 
need for corrective action. At subsequent meet­
ings with Internal Revenue Service officials, in­
cluding Sheldon S. Cohen, Commissioner of In­
ternal Revenue, the problems were discussed at 
length. Thereafter, the Institute’s tax committee 
was informed that steps would be taken to im­
prove the application of the extension of time 
policy, particularly with respect to "workload” 
situations, beginning with the 1967 filing season.
The results of this year’s poll should indicate 
whether there was an improvement in the 1967 
filing period.
APB appoints subcommittees
Two new subcommittees of the Accounting 
Principles Board were recently appointed by 
APB Chairman Clifford V. Heimbucher. The ob­
jectives of the subcommittees are to develop 
Opinions on the subjects of finance companies 
and interim financial statements.
The subcommittee on finance companies was 
appointed as a result of the APB’s decision not 
to cover the subject in its 1967 Omnibus Opinion. 
The Board believed the problems of finance com­
panies sufficiently numerous and complex to 
warrant a separate subcommittee. Members of 
the new subcommittee are Frank T. Weston, 
chairman, Milton Broeker, Joseph Cummings and 
John W. Queenan.
The interim financial statements subcommit­
tee is an outgrowth of the APB’s discussion of 
the proposed tax Opinion, particularly as it re­
lates to accounting for income taxes in the in­
terim statements. Members of the subcommittee 
are: George Catlett, chairman, John McClare and 
Robert Murphey.
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AICPA prepares three public relations tools
Three aids in helping the public understand the CPA’s role as adviser to 
small business are now available to members.
Reprints of "Personal Finance: The Accountants,” by H. J. Maidenberg, 
are free to members requesting them from the Institute’s order department.
The article, which first appeared in The New York Times, July 10, 1967, 
discusses services CPAs can render to small businesses and individuals and 
may be sent to members’ small business clients.
Two pattern speeches are available without charge through the Institute’s 
state society relations department. The first deals with some popular miscon­
ceptions about the CPA’s responsibilities in financial reporting. It is titled, 
"The Average Investor— and Those Magic Words 'Earnings Per Share.' ” The 
other speech is "The CPA’s Role in Small Business.” Both are for use before 
business and civic groups.
Courses in Medicare auditing and corporate taxation offered
The American Institute’s fall/winter schedule of courses in professional 
development offer something for everyone who wants further training for 
himself or his staff. Included in the 10 courses and lecture programs to be pre­
sented between now and January are a new course in Hospital Accounting and 
Medicare Audits and a Workshop on Corporate Income Tax Returns. In all, 
there will be 53 presentations.
The Medicare program consists of a series of lectures designed to introduce 
practitioners to the special requirements of hospital accounting and services 
and to assist hospitals in setting up records and preparing reports to meet 
Medicare reimbursement requirements. Lecture topics will be: Medicare and 
the CPA; Hospital Organization and Services; Accounting Requirements and 
Financial Statements of Hospitals; Principles of Reimbursement Under the 
Medicare Program; Cost Reports; Techniques of Cost Finding Under Medi­
care; Audit Requirements and Techniques; and The CPA’s Role in Assisting 
Hospitals Under the Medicare Program.
The Workshop on Corporate Income Tax Returns, introduced last spring, 
covers practical aspects of corporate tax return preparation and review. Par­
ticipants will learn the most effective procedures and advantageous methods of 
tax planning for this area of practice.
Programed for two-day periods, the fall/winter ( continued on page 10)
2The APB: where the action is
If someone were to ask me, in the language of 
the younger generation, where the action is in 
accounting today, I would have a ready answer: 
it's in the Accounting Principles Board.
The Board’s goal can be simply stated. It is 
generally agreed that its mission is to determine 
appropriate practice and to narrow the areas of 
difference in financial reporting. Or, using an­
other common definition of its role, the Board 
seeks to make like things look alike and unlike 
things look different in financial statements.
But, as usual, this is easier said than done.
The accounting issues confronting the APB 
are often infinitely complex; and because this is 
so, they frequently require exhaustive research 
and extensive discussion both within and outside 
the Board. Indeed, as some of you may have 
noticed, they now and then generate a storm of 
controversy —  complete with thunder claps of 
oratory and lightning flashes of temper.
In view of all these factors, no one should have 
been surprised when the Board encountered some 
difficulties in its early stages. But its recent pro­
gress has been remarkable. Its last two pronounce­
ments on pension plans and results of operations 
are notable achievements. The chairman of the 
SEC has hailed the second of these as a long step 
forward; the presidents of the New York and 
American stock exchanges have urged listed 
corporations to support the recommendations in 
both of them. The Board is now engaged in com­
pleting an Opinion on one of the thorniest issues 
of accounting: the allocation of corporate income 
taxes. It also has a dozen or more other items
on its agenda covering such topics as conglomer­
ates, foreign operations, price-level adjustments, 
research and development costs, and funda­
mentals of financial statements.
The significance of the Board’s work cannot 
be overemphasized. It is a vital factor in the main­
tenance of continuing public confidence in the 
fairness of corporate reports— and that confi­
dence, in turn, is a major element in encouraging 
a steady flow of capital throughout our economy. 
Everyone with a stake in that economy— inves­
tors, lenders, corporate officials, financial an­
alysts, government agencies, and the accounting 
profession itself— ought to be deeply anxious to 
see that the work of the Board is effectively 
performed.
As CPAs, however, we have a special concern.
Robert Greenleaf, consultant to the Institute’s 
structure committee last year, once made the 
astute observation that the Institute was a private 
organization rendering a public service— and that 
this required it to perform in a manner which 
would satisfy even its most captious critics. Other­
wise, he said, it might cease to be a private organ­
ization or, alternatively, be deprived of the op­
portunity to continue to fulfill a public need.
This observation is particularly relevant to the 
functions of the APB. If the Board succeeds in its 
difficult mission of promoting further improve­
ments in financial reporting, the entire profession 
will gain in prestige; but if the program falters, 
then the Institute might no longer be the prime 
source of authoritative guidance in the area of 
accounting principles. ( continued on page 4)
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Competitive bidding is bad for the client
No one in his right mind would select his 
personal physician solely on the ground that his 
fees were lower than those of other physicians. 
When personal health is at stake, everyone wants 
the best medical care he can get.
Where financial health is concerned, however, 
some businessmen, and particularly some public 
officials, take a different approach. In selecting 
independent auditors they seem to be influenced 
more by price than by other considerations.
This parallel is not far-fetched. An audit by 
a certified public accountant can be preventive 
medicine in the financial area. A prospective 
client may think that all he wants is the standard 
short-form opinion at the bottom of his financial 
statements—to satisfy the requirements of the 
law, of government agencies or of credit grantors 
—and he wants to buy it as cheaply as possible. 
But a good audit provides more than this opinion. 
It is a deterrent to irregularities; it can reveal 
opportunities for improvement in controls and 
financial management, and it can result in tax 
savings.
Even the auditor’s opinion may not be worth 
what it costs, however low the price, if the audit 
is not thoroughly and competently done. Man­
agers, director or public officials who think they 
have relieved themselves of responsibility by en­
gaging auditors who submit the lowest bid may 
be unpleasantly surprised if things go wrong. 
Stockholders, creditors or taxpayers may want to 
know whether steps were taken to assure that the 
auditors were competent and the scope of the 
audit was adequate.
In all professions there are practitioners who 
are so hungry for "new business” that they will 
cut fees to secure new engagements—hoping, 
perhaps, that they can make up their losses by 
gradually raising fees to the same client in the 
future. But low fees tempt such practitioners to 
cut corners, to employ cheap help, to take chances 
by doing as little work as possible. There are not 
many CPA firms of this type, but there are some, 
and they are the ones likely to win competitive- 
bidding contests.
The CPA profession has done a great deal to
from the Administrative 
Vice President
JOHN L. CAREY
discourage substandard work by its members. 
Its Code of Ethics, its technical publications, its 
continuing-education programs, and its practice 
review committees have improved independent 
auditing immeasurably over the years. The Code 
of Ethics recognizes the danger to professional 
standards inherent in solicitation, and Opinion 
No. 18 of the Institute’s ethics committee warns 
that in certain circumstances quotation of fees 
clearly inadequate to provide fair compensation 
for performing service in accordance with ac­
cepted professional standards may be regarded 
as evidence of a plan or design to solicit business.
But, in spite of all this, the possibility of abuse 
remains, and prospective clients must accept some 
responsibility for protecting themselves. A pros­
pective client has every right, of course, to know 
within reasonable range what an audit will cost. 
There are no minimum fee schedules, fortunately, 
in accounting. An accountant has the right—and 
indeed the duty—to fix his fees in the exercise 
of his independent professional judgment. The 
scope of the work to be done and the basis for 
charging are proper subjects of negotiation be­
fore an engagement is begun.
It is false economy, however, to select a CPA 
firm solely because it submits a flat fee lower than 
that which others would accept. Experience 
amply demonstrates that this is not the way to 
obtain creative professional service of satisfactory 
quality.
Reprints of this editorial are available for dis­
tribution to clients, public officials, bankers and 
others.
Bankers and CPAs publish first book together
In the first such undertaking of its kind, the 
National Conference of Bankers and Certified 
Public Accountants published its initial docu­
ment early this month. Titled The Auditor's Re­
p o r t— Its Meaning and Significance, the 32- 
page booklet explains clearly and concisely the 
nature of the CPA’s responsibilities in connection 
with audit reports and the expression of opinions 
on financial statements. (continued on page 4 )
3
4Bankers (from page 3)
The document, which replaces an earlier study, 
Forty Questions and Answers About Audit Re­
ports, was prepared by the CPA members of the 
Conference. A preface by the banker members 
urges bankers to read the new booklet for a better 
understanding of the CPA’s function.
Formed one year ago, the National Conference 
of Bankers and CPAs is composed of representa­
tives from the American Bankers Association, 
Robert Morris Associates, NABAC and the 
American Institute. It is divided into two sections
—  one on financial reporting of borrowers and 
the other on bank accounting and auditing. The 
new booklet is the result of months of delibera­
tions by the Conference section on financial re­
porting of borrowers, whose co-chairmen are 
Edward F. Gee, President, State-Planters Bank 
of Commerce and Trusts, Richmond, Virginia, 
and John Hennessy, CPA, Arthur Andersen & 
Co., Chicago.
The Auditor's Report is expected to serve as a 
basis for further Conference dialogues. It may 
be expected that the banker members of the Con­
ference will prepare a follow-up document which 
will present banker recommendations and sug­
gestions regarding the auditor’s report.
The American Bankers Association, Robert 
Morris Associates and the American Institute 
have agreed to the following distribution for 
the booklet:
1.The ABA will distribute one copy, without 
charge, to each of its 18,000 member banks.
2. The RMA will distribute one copy, without 
charge, to each of its 1,200 member banks.
3. The Institute will distribute one copy, without 
charge, to each of its 15,000 firms and practi­
tioners and 2,000 members in education. Other 
Institute members may obtain a single copy on 
request from the order department.
They may also order additional copies at $1 
each, with a discount for quantity orders.
Giffen (from page 2)
The cost of such a failure would be high—  
paid in a loss of stature for the profession which 
would injure every CPA whether he practices in 
a large or small firm, whether he issues audit 
reports or not, whether he lives in one of the 
nation’s financial capitals or is a neighbor of mine 
in Fresno, California.
The cost of success is also high.
The amount of time and energy devoted to the 
work of the Board by its dedicated members is 
almost incalculable. As president, I have been 
receiving all of the material circulated among 
APB members—research studies, repeated drafts 
of proposed pronouncements, score upon score of 
letters commenting on exposure drafts, agendas, 
minutes and background memoranda. And all 
this "home work” required of APB members 
is in addition to their attendance at frequent meet­
ings of the Board and its subcommittees.
The profession owes these men and their pre­
decessors a great debt of gratitude.
One way of repaying it is to ensure that they 
have qualified full-time staff assistants to conduct 
the necessary research, to provide initial drafts 
of pronouncements, to maintain liaison with 
other interested groups, to handle the myriad de­
tails involved in the administration of such an
ambitious program. That takes money— a good 
deal of it.
The program has been financed to date through 
voluntary contributions from a relatively small 
number of firms and individuals. Those funds 
are nearing exhaustion. Since the cost of the pro­
gram cannot be absorbed within the regular 
budget of the Institute without either a sharp 
curtailment in other programs and services or a 
drastic increase in the dues, the executive com­
mittee has chosen a third course. It has author­
ized the formation of the Accounting Research 
Association— a business-league entity which will 
enable firms and practitioners to provide financial 
support for research through the payment of dues 
based on the number of partners and professional 
staff in each practice unit. Individual member­
ships will be available to those who are not en­
gaged in public practice.
An invitation to join the new organization has 
just been issued. I have high hopes that the vast 
majority of the firms represented in the member­
ship will welcome it. The APB deserves that kind 
of support. But more than a gesture of apprecia­
tion is involved. W e are being asked to invest in 
the profession’s future— which is another way of 
saying that we are being given an opportunity to 
invest in ourselves.
Available to AICPA Members in Public Practice— 
At A Fraction of Its Regular Cost
AUERBACH Computer Notebook for Accountants
This unique subscription service should prove indispensable to AICPA 
members in public practice whenever they are called upon to advise clients 
on the selection, use and operation of business computers.
The basic Notebook will bring you complete and objective descriptions, 
comparisons and evaluations of more than sixty-five digital computer sys­
tems currently in use. You will see at a glance the features, limitations, 
performance and price structure of each system. And you will be able to 
consider their relative merits in terms of your clients’ specific circumstances 
and needs— with complete reliability and without time-consuming research.
The service also includes Bimonthly Supplements which cover new sys­
tems as well as changes in current systems and thus make it possible for you 
always to work with the latest information.
By virtue of a special arrangement made with the AUERBACH Corpora­
tion, AICPA members in public practice may subscribe to this service 
through the Institute at a cost of just $60 per year.
The service is identical to the regular AUERBACH Computer Note­
book generally available to individuals at a cost of $175 per year and it 
also includes Special Reports for the CPA as described on the back of 
this page.
ORDER FORM— FOR AICPA MEMBERS IN PUBLIC PRACTICE
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please enter our subscription to the a u e r b a c h  c o m p u t e r  
n o t e b o o k  f o r  a c c o u n t a n t s  at the special price of $ 6 0  per year.
  □ Payment enclosed* □  Please send bill 
m e m b e r ’s n a m e ____________________________________________________________________________
FIRM _______________________ _ ________________________________________________________________
ADDRESS______________ _____________ _________________________________________________________
CITY_______________________________________STATE_____________ ZIP CODE____________________
*If you send payment, please add 5 percent sales tax in New York City. Else­
where in New York State, add 2 percent state tax plus local tax if applicable.
PLEASE SEE ADDITIONAL DETAILS ON REVERSE SIDE
How the AUERBACH Computer Notebook
for Accountants Can Help the CPA 
in Public Practice
COMPUTER NOTEBOOK
USERS’ GUIDE —  Offers you detailed, easy-to-follow suggestions for 
using the service to maximum advantage.
COM PUTER DESCRIPTIONS —  Provides comprehensive, objectively 
compiled data and impartial evaluations of more than sixty-five digital com­
puter systems. Each system is discussed in terms of general scale and orienta­
tion . . . capabilities of the central processor and peripheral equipment. . . 
optional features . . . capabilities for simultaneous operations . . . available 
software . . . and principal advantages and drawbacks in relation to com­
petitive systems.
COMPARISON CHARTS —  Over 100 pages with facts and figures —  
systematically arranged and presented in standardized formats— which will 
enable you to make quick and accurate comparisons of hardware character­
istics, equipment rentals for standard configurations, and system perform­
ance.
GLOSSARY OF TECH N ICAL TERM S —  Specially prepared for the 
CPA, this 700-term glossary will serve both as a source of instruction and as 
a continuing reference. It includes easy to understand definitions, extensive 
cross-references, and numerous explanatory notes and examples.
BIMONTHLY SUPPLEMENTS
These Supplements keep your Notebook up-to-date by providing you 
with detailed information on new systems as well as changes in current 
systems. They also update wherever necessary the information which ap­
pears in charts and previously published reports.
SPECIAL REPORTS FOR THE CPA
These reports, prepared at the direction of a special editorial board 
appointed by the American Institute, provide a combination of technical 
and nontechnical information which will help you develop greater expertise 
in the applications of computer technology to accounting, auditing and 
management services.
The two reports already issued—The Selection and Use o f a Data Process­
ing Service Center and How Computer Rental Terms Look in 1967— will 
be sent to you as soon as you subscribe.
PLEASE SEE ORDER FORM ON REVERSE SIDE
Announcing a New Professional
Development Individual Study Program
A Panel Discussion on 
Taxation of Multiple Corporations
This panel discussion— reproduced on three long-playing records— will 
make it possible for you to study at your leisure the tax problems of multiple 
corporations and listen to the opinions and advice of three leading CPAs on 
this subject.
The panelists— Bernard Barnett, Albert H. Cohen, and Arthur J. Dixon 
— discuss a number of critically important questions including the tax and 
nontax advantages of multiple corporations . . . consolidated returns . . . 
treatment of loss corporations . . . multiple surtax exemptions . . .  inter­
company transactions. . .  the interaction of various multi-corporate elections 
available. . .  and IRS limitations on the tax advantages of multiple corpora­
tions. They also analyze realistic case problems and demonstrate how they 
would handle them to achieve maximum tax benefits.
To facilitate study, the album also includes a booklet which provides the 
background for the case problems considered.
Complete Set $10.00
AICPA MEMBER DISCOUNT ORDER FORM
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, postpaid, the set of long-playing records, A p a n e l  
DISCUSSION ON TAXATION OF MULTIPLE CORPORATIONS (6 0 2 0 ), at the 
special AICPA member discount price of $10.00.
m e m b e r ’s n a m e ______________________________________________________________
f i r m ._________ _____________________________ ___________________________________
(If part of mailing address)
ADDRESS________________________________________________________________ _______
CITY ____________________________________ _ STATE____________ ____ ZIP CODE___
Please add 5 percent sales tax in New York City. Elsewhere in New 
York State, add 2 percent state tax plus local tax if applicable.
PLEASE SEE ADDITIONAL INFORMATION ON REVERSE SIDE
Professional Development Individual Study Programs
A PANEL DISCUSSION ON 
TAXATION OF MULTIPLE CORPORATIONS
THE PANELISTS
ARTH UR J. D IX O N , CPA —  A partner in Oppenheim, Appel, Dixon & 
Co., New York, Mr. Dixon has served as vice-president of the New York 
State Society of CPAs and was chairman of its Federal Tax Committee. He 
has also been a member of the American Institute's Committee on Federal 
Taxation and chairman of the Subcommittee on Special Tax Problems. 
Mr. Dixon has been president of the Estate Planning Council of New York 
and is on the Advisory Committee of the New York University Institute on 
Federal Taxation. He is co-author of Working With the Revenue Code—  
1967 and has written and lectured extensively.
BERN ARD  BA RN ETT, CPA —  A partner in Apfel & Englander, New 
York, Mr. Barnett is chairman of the Am erican Institute’s Subcommittee on 
Taxation of Estates and Trusts. He is a member of the Board of Directors 
of the New York State Society of CPAs and was chairman of its Committee 
on Federal Taxation. He is currently president of the Estate Planning 
Council of New York. Mr. Barnett has written numerous tax articles and 
is co-author of the Professional Development seminar, Estate Planning and 
the CPA. He also co-authored the Attorney's Practical Guide to Accounting 
and is a frequent lecturer and panelist.
A LBER T H. COHEN, CPA —  National tax research partner of Price 
Waterhouse and Co., Mr. Cohen holds a doctor of philosophy degree in 
business administration from the University of Michigan. He has taught 
accounting, taxation and economics at that university as well as at the Uni­
versities of Connecticut, Tulane and Buffalo. Prior to his current affiliation, 
Mr. Cohen was Director of Taxation of the American Institute of CPAs. 
Mr. Cohen has written numerous articles and monographs on a variety of 
tax subjects and he has participated as lecturer or panelist in a number of 
tax institutes.
PLEASE SEE ORDER FORM ON REVERSE SIDE
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A booklet on church accounting has become 
one of the all-time "best sellers” of the American 
Institute since it was reprinted last spring from 
an article by Malvern J. Gross, Jr., CPA (see 
The CPA, May 67, p. 10). Nearly 50,000 copies 
of the 16-page free booklet, "The Layman’s 
Guide to Preparing Financial Statements for 
Churches,” have been requested by churches, 
synagogues, seminaries and universities through­
out the country. Several state societies have also 
made large scale distribution.
The booklet fills a long-standing need for such 
an aid, according to those who have requested 
copies. In the words of the assistant dean of
Ethics committee answers question 
on offer of employment
Q. A staff member of an accounting firm 
visits the offices of another firm to seek em­
ployment. May an offer of employment be 
made to him before notification is given to 
his present employer?
A. Rule 5.03 states: “ Direct or indirect 
offer of employment shall not be made by 
a member or associate to an employee of 
another public accountant without first in­
forming such accountant. This rule shall not 
be construed so as to inhibit negotiations 
with anyone who of his own initiative or in 
response to public advertisement shall 
apply to a member or associate for em­
ployment.”
In the committee's opinion, the second 
part of the Rule modifies the first so that a 
member is not prohibited from making a 
final offer of employment to a volunteer- 
applicant without first notifying the appli­
cant’s employer. However, it is recom­
mended that, in the interests of preserving 
intra-professional harmony and of learn­
ing more about the applicant, the prospec­
tive employer discuss with the present em­
ployer the staff member’s reason for leav­
ing. The committee notes with approval 
that it is the general practice to follow this 
procedure before making a final offer.
 
George Washington University, "It is excellently 
done and fills a long-existing void.” Other com­
ments to the Institute’s public relations office, 
which selected the article that originally ap­
peared in The Price Waterhouse Review for re­
print, include: "Congratulations for showing 
a concern regarding this phase of the life of the 
church” (Gordon Divinity School); "Your or­
ganization is to be commended for the contribu­
tion it is making . . .  to churches’ fiscal policies” 
(Lutheran Church— Missouri Synod) ; "a great 
need for this type of thing. . . ” (General Council 
of the Assemblies of God) ; " . . .  a highly useful 
piece of material” (Council of Churches of 
Greater Washington) ; "Long overdue in church 
financing” (Park College).
Widespread mention of the layman’s guide in 
the daily press, including The Detroit Free Press, 
Indianapolis Star, Christian Science Monitor, 
National Jewish Post and Opinion, in the Kip­
linger Washington Letter and in numerous church 
magazines has prompted a flood of requests for 
the pamphlet. Syndicated columnist Cy Barrett, 
carried in 140 newspapers, devoted one of his 
columns to the booklet. He urged his readers to 
send for copies with the comment: "It’s tough 
enough following the path of the righteous with­
out getting fouled up in a church budget.”
Copies may be obtained without charge from 
the Institute’s order department.
Second computer users conference scheduled
The second meeting of CPA Computer Users 
will be held by the American Institute October 
31 and November 1 at the Hotel Roosevelt, New 
Orleans..
Members who have in-house computers, who 
lease block time on computers or who have com­
puters on order have been invited to attend the 
sessions. Among the reports they will hear is one 
from the Organizing Committee appointed at the 
first meeting last May and another on the Insti­
tute’s own computer research activities.
Discussions are scheduled on "Techniques for 
Source Data Preparation” and on "Financial 
Simulation —  techniques, applications, value to 
clients.” A presentation of the capabilities, uses, 
and operation of Auditape will also be made by 
Haskins & Sells.
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series also includes two courses in data process­
ing, two in practice management, three others in 
taxation, and another in accounting and auditing.
In some cases, the program is sponsored jointly 
by the American Institute and a state society of 
CPAs, in others by the Institute alone. Registra­
tions can be made either through the state society 
that is a co-sponsor, or through professional de­
velopment, AICPA.
Descriptions of the courses are contained in the 
AICPA catalog, Professional Development 1967, 
mailed to members last March, and in the Fall/ 
Winter 1967 Course brochure, mailed to mem­
bers this month.
The courses, dates, locations and sponsors 
follow:
TA X  LECTURE SERIES
Chicago, Ill. Oct. 2-3
*Washington, D. C. Oct. 23-24
PROCEDURAL PROBLEMS IN TA X PRACTICE
Baltimore, Md. Sept. 28-29
Miami, Fla. Nov. 16-17
Minneapolis, Minn. Nov. 30-Dec. 1
Los Angeles, Calif. Jan. 4-5
A N  IN TR O D U C TIO N  TO A DP
* Washington, D. C. Oct. 9-10
*Des Moines, Iowa Nov. 9-10
New York, N .Y. Nov. 16-17
Memphis,Tenn. Nov. 20-21
*Boise, Idaho Nov. 20-21
*Las Vegas, Nev. Dec. 4-5
A U D IT IN G  OF EDP INSTALLATIONS
Charlotte, N. C. Sept. 14-15
Tulsa, Okla. Oct. 16-17
Richmond, Va. Oct. 19-20
East Lansing, Mich. Nov. 13-14
Newark, N. J. Nov. 16-17
Amarillo, Texas Dec. 7-8
New York, N .Y . Dec. 14-15
W O R K SH O P O N  CORPORATE
IN C O M E TA X  RETURNS
Philadelphia, Pa. Sept. 14-15
Newark, N. J. Sept. 21-22
Cleveland, Ohio Sept. 28-29
Chicago, Ill. Oct. 26-27
New Orleans, La. Dec. 28-29
FILINGS W IT H  THE SEC








* Las Vegas, Nev.
San Antonio, Texas
W O R K SH O P O N  IN D IV ID U A L  
IN C O M E TA X RETURNS




* Detroit, Mich .
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HOSPITAL A C C O U N TIN G  A N D  
MEDICARE AUDITS
Dayton, Ohio Oct. 19-20
Denver, Colo. Oct. 30-31
Los Angeles, Calif. Dec. 4-5
San Francisco, Calif. Dec. 7-8
New York, N .Y . Dec. 18-19
BUILDING A N  A CC O U NTIN G  PRACTICE
Scottsdale, Ariz. Sept. 14-15
* Louisville, Ky. Nov. 16-17 
*New Haven, Conn. Nov. 30-Dec. 1
Milwaukee, Wis. Dec. 14-15
* Sponsored by AICPA. All others are 
co-sponsored with state societies.
Painting, anyone?
An inquiry has been made of the Insti­
tute's public relations office to determine 
how many members are amateur artists. 
Members who paint or who know of other 
members who do are asked to send their 
names to public relations at the Institute.
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Members express more views on accreditation
In one of the heaviest responses to an Institute 
idea presented in a column in The CPA, members 
continue to respond on the pros and cons of ac­
creditation. Excerpts of their letters follow. (The  
column by John L. Carey appeared in the June 
issue.)
John Carey’s editorial of June 1 9 6 7 , I believe, 
suggests the wrong approach to a real problem.
His premise:
"How can users of financial statements be rea­
sonably assured that the independent auditors 
are truly competent and independent?”
A fair question by a New York bank reviewing 
the report on a Paducah manufacturer by Zolli­
coffer, Palmer, Herzog and Company whom the 
bank has never heard of.
But it is within the power of ZPH & Co. to 
create such confidence by the simple expedient of 
describing fully what they did and the results 
thereof (bank accounts and loans verified by cor­
respondence; Accounts Receivable likewise —  
82%  in amount confirmed by reply or payment; 
inventories testsighted —  confirming 52%  in 
amount; accounts payable verified by corre­
spondence or vendor’s statement; payrolls recon­
ciled with tax reports; etc.) .
Therein lies the curse of the short-form audit 
report. The CPA has forfeited his opportunity 
for establishing confidence with stranger finan­
cial institutions or credit grantors. They will ac­
cept his statement of what he did, and, being a 
CPA, that he did it completely and with inde­
pendence. But if he says nothing about proced­
ures, how is the bank to know that he has pro­
ceeded professionally?
Let the effort be directed to selling the member 
firms on long-form reports, or at least on a 3-page 
scope section in every report. Then there will be 
no need for the cumbersome, distasteful accredi­
tation machinery.
These suggestions would also help the image 
of the national firms among banks, both metro­
politan and small town. These bank reviewers 
likewise have their misgivings of the scope of 
some of the reports from national firms.
Francis S. Lamb 
Oshkosh, Wis.
Heartily in favor.
C. H. Koller 
Atlanta, G a.
My partners and I are opposed to the principle 
of accreditation and in particular to the idea of 
setting up a class of accredited CPAs. To us it 
would be tantamount to an admission that the 
CPA certificate and our society membership were 
meaningless.
Bruell and Keller 
New  York, N . Y.
As President Giffen says in the July-August 
issue of The CPA, 95%  of the more than 4 mil­
lion separate businesses in the United States are 
small, and are, therefore, I presume serviced by 
individual practitioners or medium-sized firms. 
Such accreditation would be harmful to these ac­
countants, and the diversity of different kinds of 
CPAs confusing to the business community.
Archibald U. Braunfeld 
N ew  York, N. Y.
I would like to add my enthusiastic endorse­
ment to the suggestion, with one possible reser­
vation: I am not convinced that accreditation 
should be for firms rather than for individual 
members. The arguments on both sides of this 
question are too elaborate to point out in this 
letter.
The whole problem of qualifications for the 
CPA certificate and the unresolved question of 
whether it is a recognition of competence or a 
license to practice are now being intensively re­
examined by the profession and by individual 
state accountancy boards. For this reason, it is 
extremely urgent that the vital interests of the 
public be considered through means of identify­
ing those practitioners whose colleagues consider 
them qualified to conduct audits.
There is no doubt that extensive research in 
depth will be required before the Institute mem­
bers will accept and implement a program of ac­
creditation. . .
It is my firm conviction that the adoption of 
an accreditation program by the Institute war­
rants as much attention as any other undertaking 
of the Institute, including the accounting research 
program and the Accounting Principles Board. 
For this reason, I hope that Council will refer 
your suggestion to the planning, or other appro­
priate, committee, and assign sufficient staff to 
support its investigation.
Joseph L  Brock 
Buffalo, N . Y.
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Ninth International Congress meets in Paris
Delegates from all over the world gathered 
in Paris this month for the Ninth International  
Congress of Accountants. Among them were 
hundreds of Americans, including 28 official 
delegates of the American Institute of CPAs.
The program, which covered the period Sep­
tember 6 to September 12, included, in addition 
to the technical sessions, a reception, a concert, 
ballets, excursions, a boat cruise, a grand ball, as 
well as opening and closing sessions in the pres­
ence of high French personalities.
The technical program consisted of 14 inter­
national reports. Three of these were given by 
United States representatives: "The measure and 
diffusion of quantitative economic information,” 
by Herman W . Bevis, "The use of mathematical 
methods in accounting and auditing,” by Profes­
sor Vernon K. Zimmerman, and "The  task and 
training 6f the accountant of tomorrow,” by 
C lifford V. Heimbucher.  
The following Institute members acted as offi­
cial delegates to the Cpngfess.  T . Coleman An­
drews, Richard  T . B ak er, Herman W . Bevis,
B. Foye,
Hilliard R. Giffen, Walter E. Hanson, Leslie A. 
Heath, Clifford V. Heimbucher, Ralph E. Kent, 
Louis M. Kessler, David F. Linowes, N. Loyall 
McLaren, Gordon L. Murray, Walter J. Oliphant, 
Louis H. Penney, Louis H. Pilie, John W . Quee­
nan, Fred Rohn, Jr., J. S. Seidman, Walter R. 
Staub, J. Harold Stewart, H. George Trentin, 
Theodore L. Wilkinson, John H. Zebley, Jr. Also 
among the delegates were the Institute’s executive 
vice president, Leonard M. Savoie, CPA, and its 
managing director, John Lawler.
Reminder on firm directory listings
Institute members are reminded that the 
AICPA directory of accounting firms and 
practitioners, to be published next year, 
will list only those firms all of whose United 
States partners are members of the Ameri­
can Institute.
The decision to limit directory listings in 
this way was made by the executive com­
mittee last March to avoid any possible 
confusion as to the significance of listing.
t h e  C P A
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Executive Committee, Council, propose changes in Institute organization
Bylaw amendments to implement changes in election procedures for 
officers, committees, and the Council were recommended by the Institute’s 
Executive Committee, which met in Portland, Oregon, September 21-22.
The Council, meeting on September 23, approved preparation of the pro­
posed bylaw amendments, as well as the following additional decisions and 
recommendations of the Executive Committee:
• Submission of a memorandum on accountants’ liability to the chief 
counsel of the Securities and Exchange Commission to determine the 
reaction of the SEC to a proposed effort to amend the Securities Act of 
1933 to provide some limitation on the virtually unlimited liability 
presently imposed on independent accountants under the statute.
• Appointment of a subcommittee to reconsider the question of practice 
in corporate form.
• Proposal to establish an international associate class of Institute members 
for foreign nationals who have received their accounting education in this 
country and pass the Uniform CPA Examination, given under Institute 
sponsorship, but who do not practice in the United States. The language 
of a bylaw provision to implement this proposal will be submitted to the 
Council at its meeting next May.
• Modification of the life insurance and retirement programs offered to 
members and their staffs, including provision for reduced coverage beyond 
the present age limits and modest amounts of family coverage for partici­
pants in the plans.
• Appointment of a new committee of computer users. A two-day confer­
ence on this subject under the direction of this committee will be held in 
New Orleans, October 31-November 1.
Council received and approved reports from other major Institute commit­
tees, whose activities have been or will be reported in The CPA.
Structure changes
Council also approved the Executive Committee’s recommendations for 
changes in the Institute’s structure and procedures. Some of the changes can 
be effected by administrative action; the other changes ( Continued on p. 3 )
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from  the P resid en t 
MARVIN L. STONE
The President’s column this month deals with 
two of the several points covered in his inaugural 
speech at the annual meeting in Portland.
No president can hope to change the course 
of Institute activities very much in a year. And 
this is all to the good. For a great deal of the tre­
mendous activity within the Institute is of a con­
tinuing nature— and Institute operations would 
be in chaos if each successive president attempted 
to alter them drastically. But, although my vision 
is no better than that of my predecessors, the hori­
zon from my vantage point is necessarily different.
As public awareness of our profession has in­
creased and as the prestige of CPAs has risen—  
as I am personally convinced it has— the public, 
in my opinion, expects more of us. For this rea­
son I would hope we might begin to take a more 
active role in the affairs of our communities than 
we may have done in the past, and to exercise our 
professional judgment on matters of public con­
cern beyond the immediate sphere of our day-to- 
day services.
Each day decisions are made in every phase of 
public life by people who do not possess suffi­
cient reliable data. Massive portions of the gross 
national product flow through our many-tiered 
governmental structure. Allocation of these re­
sources is among the most difficult problems of 
our day— difficult largely because those who 
must make the decisions do not have the data es­
sential to rational conclusions. Gathered by per­
sons not necessarily trained in measurement tech­
niques, communicated by persons untrained in 
the art— and perhaps with an axe to grind— the 
data’s effectiveness as an aid to rational decision­
Editor: Mary Louise Holton
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making is obviously limited. The whole process 
of evaluating and comparing social projects cries 
out for the help of accountants.
Turning to another subject, it is my view that 
perhaps the biggest problem which the account­
ing profession faces is that of recruitment and 
retention of personnel. Put simply, the input of 
our profession is too low in quality and in quan­
tity, while the rate of loss of staff men during the 
first few years in public accounting is too high.
Large firms often make the new recruit feel 
like a tiny cog in a big machine. Smaller firms may 
fail to offer a new man the training which pre­
employment interviews have led him to expect. 
One of my partners has criticized our firm’s early 
training and orientation program by saying we 
put a new man in the corner and water him once 
or twice a month in the hope he will bloom as 
rapidly as possible. Now that the Institute’s pro­
fessional development courses are offered fre­
quently in every part of the country, there is no 
reason to neglect any man’s training. And of 
course formal courses should be augmented by 
regular in-house training programs as well.
The young people coming out of colleges to­
day expect challenging, varied work, They have 
been wooed by many potential employers. Every­
one has tried to paint as glowing a picture as 
possible about the work that a recruit can expect 
to find in his new job. When that recruit reports 
for work, we must make good on all of the prom­
ises he has heard throughout his recruitment 
days. If our new men are merely put in the cor­
ner and watered once or twice a month, they will 
soon be blooming in someone else’s backyard.
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3Changes ( from page 1 )
will require amendments to the bylaws.
Following is the substance of the proposed 
bylaw changes.
1. Election of Council members would be by 
mail ballot of members in those states in which 
the nominees reside, except for members-at-large. 
Provision for write-in votes would be made. The 
election would be completed 30 days before the 
annual meeting.
Under the present bylaws Council members 
are elected by Institute members in attendance at 
the annual meeting.
2. At the fall meeting of Council those mem­
bers newly elected by mail ballot would be au­
thorized to sit with the old Council but would not 
vote on any motions or resolutions. After the con­
clusion of all pending business, the chairman 
would announce that the terms of office of re­
tiring Council members have expired and the 
terms of the newly elected members have begun.
The effect of this proposal would be to com­
bine the meetings of the old and the new Coun­
cil now held in conjunction with the annual meet­
ing as required under the bylaws.
3. The new Council would elect the officers 
of the Institute, including the two principal staff 
officers.
Under the present bylaws, the officers (except 
for the staff officers) are elected by those Insti­
tute members who attend the annual meeting.
4. Major committees would be appointed by 
the President subject to the approval of the Ex­
ecutive Committee. All other committees would 
be appointed by the President as at present.
Under the present bylaws, members of some 
committees and boards are elected by the Coun­
cil and all others are appointed by the President.
5. Bylaw provisions affecting the status, rights 
and privileges of members would be amended 
only by mail ballot of the membership; those af­
fecting the Institute’s organization, management 
and procedures could be amended by the Council.
At present a mail ballot of the membership is 
required to amend any provision of the bylaws.
The bylaw amendments necessary to accom­
plish the foregoing changes will be drafted and 
submitted to Council at its meeting in May 1968. 
If approved by Council and by the membership 
in a mail ballot, the proposed changes would 
become effective early in 1969.
The recommendations that can be imple­
mented without amending the bylaws are:
1. At least 30 days before each meeting, Coun­
cil members will receive (1 ) a statement of all 
matters on which Council will be asked to act 
and (2 ) a summary of all Institute activities since 
the preceding meeting. This will reduce factual 
reporting and allow more time at the meeting for 
discussion of important issues.
2. Most committees and boards will be classi­
fied according to their function. The organiza­
tion, operations, and staffing of these committees 
are given in the Council-approved statement.
1967-68 Officers 
and Executive Committee
The following nominees for Institute officers 
were elected for the 1967-68 year:
President
MARVIN L. STONE
Stone, Gray and Company, Colorado 
Vice Presidents
DURWOOD L. ALKIRE
Touche, Ross, Bailey & Smart, Washington 
SAMUEL A. DERIEUX
Derieux & Watson, Virginia 
ELI MASON
Mason & Company, New York 
WALTER J. OLIPHANT
Arthur Andersen & Co., Illinois 
Treasurer 
RALPH E. KENT
Arthur Young & Company, New York




Anderson and ZurMuehlen, Montana 
HERBERT E. MILLER
Michigan State University 
KENNETH B. WACKMAN
James Talcott, Inc., New York 
For Two Years
MATTHEW F. BLAKE
Hurdman and Cranstoun, New York 
WILLARD H. ERWIN, JR.
Fitzhugh, Erwin, McKee & Hickman,
West Virginia 
GEORGE H. HANSEN
McGladrey, Hansen, Dunn & Company, Iowa 
For One Year 
HORACE G. BARDEN 
Ernst & Ernst, Illinois 
MAURICE J. DAHLEM
Price Waterhouse & Co., California 
E. C. LEONARD, JR.
Haskins & Sells, Oklahoma
4Officers elected, awards made during business session
Highlights of the annual business meeting, 
September 25, were an address by outgoing 
president Hilliard R. Giffen, election of 1967-68 
officers, and presentation of awards for distin­
guished service, excellence in CPA examinations 
and contributions to professional literature.
Council members and the nominating commit­
tee members were also elected at the meeting.
Speakers at business session
Members were welcomed to Portland by the 
Honorable Clay Myers, Secretary of State of the 
State of Oregon. They also heard a greeting from 
Arsenio P. Maralit, President of the Philippine 
Institute of Certified Public Accountants.
In addition, Dr. Erza Solomon, Professor at 
Stanford University and economic consultant to 
the AICPA, spoke on "CPAs in a Changing 
Economy.” He predicted a rapid growth in gross 
national product over the next decade, and a 
continuing strong demand for CPAs’ services.
Elijah Watt Sells awards
Robert Lincoln Posnak of Daly City, Cali­
fornia, was awarded the Elijah W att Sells Gold 
Medal for achieving the highest grades in the 
CPA examinations in May. John Sargent Hay­
ford of Evanston, Illinois, was the Gold Medal 
winner among the candidates who took the ex­
amination in November, 1966.
For May the second place Silver Medal went to 
Dell Bryant Stringham, Jr., of Costa Mesa, Cali­
fornia. Ernest Irving Hanson of Madison, W is­
consin, won the Silver Medal in the November,
1966 examinations.
Twenty-four others received honorable men­
tion for their examination achievements.
Accounting literature awards
Raymond J. Chambers, professor of account­
ing at the University of Sydney in Australia, re­
ceived one of four AICPA awards for distin­
guished contributions to accounting literature in 
1966. Mr. Chambers’ book, Accounting, Evalua­
tion and Economic Behavior, was published by 
Prentice-Hall.
The other contributors to accounting litera­
ture who won AICPA honors at the Portland 
meeting were:
Yuji Ijiri and Robert H. Jaedicke, members of 
the faculty at the Graduate School of Business, 
Stanford University, for an article, Reliability
and Objectivity of Accounting Measurements, 
published in The Accounting Review;
William J. Vatter, visiting Ford Foundation 
Research Professor, University of Chicago, for an 
article, Accounting for Leases, published in the 
Journal of Accounting Research;
Thomas R. Dyckman, a member of the Cornell 
University faculty, for an article, On the Effects 
of Earnings-trend, Size and Inventory Valuation 
Procedures in Evaluating a Business Firm, pub­
lished in Research in Accounting Measurement.
The awards, launched this year as a joint proj­
ect by the AICPA and the American Accounting 
Association, were made to recipients chosen by a 
selection committee of the AAA.
Distinguished service awards
Clifford V. Heimbucher, chairman of the Ac­
counting Principles Board, is the recipient of the 
AICPA Gold Medal for Distinguished Service. 
The Institute’s award committee noted at the 
Portland meeting that Mr. Heimbucher, a San 
Francisco CPA, had been selected for the award 
because of "his continued devotion to the cause 
of keeping accountancy fully equipped to meet 
the expanding needs of society.”
The late Robert E. Witschey, a founder of the 
West Virginia accounting firm of Witschey, Har­
mon & White, was honored with a similar medal, 
posthumously.
His son, W alter Witschey of Sabot, Virginia, 
accepted the medal on behalf of Mr. Witschey’s 
widow, Mrs. Elizabeth Witschey of Charleston.
Elections held
All the nominees to Council named in the call 
to meeting ( CPA, July-Aug. ’67, p. 5) were duly 
elected.
Also elected was Merrell W . Skeels, Califor­
nia, to fill the vacancy on Council created by the 
death of Herman E. Ward, California.
The following Institute members were elected 
to the committee on nominations:
Harlan H. Holben, Colorado 
L. Ludwell Jones, Texas 
Emmett W . Kottke, Kentucky 
Kenneth S. Reames, Michigan 
George O. Sparks, Jr., Maryland 
Previously elected to the nominations com­
mittee by the Council were W alter R. Staub, New 
York, and Hilliard R. Giffen, California, who 
will serve as temporary chairman.
5Social activities
An annual meeting is never "all work and no 
play,” and while interest centered on the techni­
cal sessions, members and their wives were also 
able to enjoy a variety of lighter activities. Among 
them were an outdoor reception, dinner on a 
floating restaurant, a banquet, dancing, visits to 
the Oregon Museum of Science and Industry and 
to such well-known night spots at the Roaring 
Twenties and the Barbary Coast. A special ladies’ 
program included a luncheon and concert, a 
champagne brunch and fashion show, and a tour 
of the Oregon Coast, Mount Hood, the Columbia 
River Gorge, and Portland itself.
The arrangements were made by a group of 
Oregon members under the guidance of Sol J. 
Meyer, general chairman of the 1967 meeting.
Intensive math course geared for CPAs
A Quantitative Methods Short Course will be 
given to Institute members December 4-15 at the 
Center for Continuing Education, University of 
Chicago. The course is designed to provide prac­
ticing accountants with a foundation in mathe­
matical areas basic to models for decision mak­
ing and control.
The course was originally presented to a group 
of accounting educators at Pennsylvania State 
University last August by the American Account­
ing Association and will be given by the Institute 
in cooperation with AAA.
Professor Dennis E. Grawoig, MBA, CPA, 
Chairman of the Department of Quantitative 
Methods at Georgia State College, developed 
the course under the auspices of the committee 
on professorial development of the American 
Accounting Association. He and four of his as­
sociates will conduct the course in December for 
the Institute.
In a statement, Professor Grawoig described 
the Quantitative Methods Short Course this way. 
"Concepts are covered in sufficient depth so that 
participants can design and use models and con­
tinue to develop themselves further in the field. 
Business and accounting examples are used ex­
tensively to relate the mathematical concepts to 
practical applications. Most of the participants 
in the pilot run of the program, who started with 
no knowledge of mathematics beyond the high- 
school algebra level, were able to achieve a level 
of understanding in calculus, matrix algebra, set
theory, Boolean algebra, linear programming, 
and general model building equivalent to three 
quarters of college work.
"Concepts are developed and supported by in­
tuition and simple logic rather than by formal 
proofs. The depth and coverage are achieved by 
intensive 12-hour-a-day sessions involving alter­
nate short lecture, workshop, and discussion 
periods. Individual help is provided in the work­
shop sessions by a faculty member, experienced 
in both accounting and mathematics, for each 
group of five participants.”
The purpose of providing an instructor for 
every five persons is to enable CPAs to obtain the 
greatest benefit from the intensive course. Regis­
tration for the December presentation will be 
limited to 25 persons in order to achieve these 
maximal results.
Interested members may register for the course 
through the AICPA professional development 
division at a fee of $600 per person, includ­
ing course materials, instruction, and luncheons 
but excluding other meals and lodging. The cou­
pon below may be used, or a letter on the mem­
ber’s firm stationery.
ENROLLMENT FORM
QUANTITATIVE METHODS SHORT COURSE
CENTER FOR CONTINUING EDUCATION 
UNIVERSITY OF CHICAGO 
DECEMBER 4-15, 1967
PROFESSIONAL DEVELOPMENT D IV IS IO N
AMERICAN INSTITUTE OF CPAs
666 FIFTH AVENUE, NEW  YORK, N. Y. 10019
Gentlemen: Please enroll me in the intensive mathe­
matics course described above and bill me for the 





6The most extensive news coverage ever given 
an AICPA event was accorded the 80th annual 
meeting last month by the Portland press, radio 
and television.
Even before the planned program got under 
way the news media were carrying not only ex­
tensive announcements that upwards of 2,000 
CPAs and their wives were in the City of Roses 
but were also interviewing Institute officers. The 
Portland Oregonian and the Oregon Journal car­
ried one or more stories every day from the Fri­
day preceding the meeting until after its end.
In all, President Marvin Stone made six tele­
vision appearances and one on radio. Excerpts 
from his acceptance speech were filmed on the 
Thursday preceding the meeting for use by T V  
stations in Denver, Mr. Stone’s hometown. The 
next day he was interviewed by television sta­
tion K G W  of Portland, and the interview was 
used both on the noon newscast and on the eve­
ning half-hour program immediately following 
the Huntley-Brinkley network newscast. The fol­
lowing morning, Saturday, Mr. Stone was inter­
viewed via telephone by a radio station with a 
large audience among young people on the sub­
ject of accounting as a career. Sunday, Mr. Stone 
was again interviewed for television, this time by 
station KATU.
Executive vice president Leonard M. Savoie 
filmed two interviews for TV , one on accounting 
as a career, broadcast Sunday evening, and one 
on the CPA’s role in financial reporting.
On an advance visit to a Portland radio sta­
tion, Institute staff member Roderic Parnell re­
corded an interview on the accounting profession, 
which was used three times.
When a member informed Mr. Parnell on 
Sunday afternoon that a sightseeing bus, on 
which a number of CPAs were passengers, had 
broken down some miles from the tourist attrac­
tion of Timberline Lodge on Mt. Hood, and that 
a Portland Boy Scout Troop camping in the area 
had given the visitors food and got them to their 
destination, Rod (himself a Scoutmaster) hurried 
to a typewriter in the Institute press room and 
dashed off a story which was used on radio/TV 
and in the newspapers. The Oregon Journal, for 
example, published "Portland Scouts Assist CPAs 
Stranded on Hood.”
The pace continued on Monday when the first 
woman president of the National Association of
State Boards of Accountancy, Dorothy Willard, 
was interviewed by a feature writer from the 
Oregonian. (The association was formerly called 
the Association of CPA Examiners.) President 
Stone left the annual meeting shortly before his 
election to grant a request for an interview from 
K O IN -TV  and Ezra Solomon was filmed later 
in the day by the same station.
On Tuesday, press conferences for guest 
speakers Mrs. Louise Martin and Robert Hans­
berger were held and Elmer Staats, U. S. Comp­
troller General, appeared on TV.
The final day of the meeting featured press 
conferences for speakers Dr. Simon Ramo and 
Joseph M. Goldsen, whose views of our future 
technological and social environment attracted 
considerable interest. President Stone developed 
the theme of the CPAs’ place in this environment 
on Portland’s most popular T V  interview pro­
gram. Throughout the meeting the Portland 
press gave the Institute the most thorough cov­
erage ever accorded a "convention” in that city, 
with substantial stories appearing in virtually all 
issues of the morning and evening papers. A 
writer from the Oregonian also interviewed past 
presidents Robert M. Trueblood and Thomas D. 
Flynn, together with Mr. Savoie, for a major post­
meeting article on the profession.
The Oregonian carried the Associated Press 
wire story out of New York on the proposed 
APB Opinion on Income Tax Allocations on 
September 23, just prior to the annual meeting. 
The AP story was also picked up nationally.
Diversified companies statement makes major papers
The A PB’s statement urging diversified com­
panies to study means for voluntarily providing 
investors with supplemental financial data on the 
distinct lines of industry in which each company 
engages was released during the annual meeting. 
It received nationwide attention.
Executive vice president Leonard M. Savoie 
was interviewed by the financial editor of the 
Oregon Journal, whose eight column story was 
headed " 'Conglomerates’ urged to Reveal D i­
verse Data.” Typical of other headlines were 
"Accountant Group Urges Diversified Firms to 
Give Data on Individual Product Lines” (W all 
Street Journal) and "More Data Asked on Big 
Companies: CPA Group Seeking Full Reports 
by Conglomerates” (New York Times).
Annual meeting was page one news in Portland
7Medicare committee makes two proposals to government administrators
The American Institute’s committee on Medi­
care has been actively trying to bring about 
changes in two aspects of the administration of 
Medicare that affect auditors.
In a meeting September 7 with representatives 
of the Bureau of Health Insurance (B H I) of the 
Social Security Administration (SSA ), which 
administers Medicare, the Institute committee 
sought to obtain some modification of a BHI re­
quirement that limits payments to auditors of 
providers of Medicare services and to obtain a 
broader interpretation from Social Security of the 
intermediary audit contract.
The BH I requirement discussed in the meet­
ing with government officials in Baltimore is 
contained in B H I’s Intermediary Letter # 239, 
dated June 16, 1967. The letter limits payments 
to the auditors of providers for costs incurred in 
permitting review of their audit work papers to 
$100 for small hospitals and $250 for larger hos­
pitals. Consideration is being given to the pos­
sibility of revising the requirement to allow a 
more flexible payment structure.
The Medicare committee also requested that 
government representatives explore the possibil­
ities of revising contracts in future years to permit 
audit firms to bill their services in the same way 
they bill all other clients. The committee ex­
plained that some firms do not include out-of- 
pocket expenses (other than travel and subsist­
ence) in their normal billing rates. SSA has not 
been accepting such expenses incurred by inter­
mediary auditors even though all other clients of 
those auditors are customarily billed for them.
Items such as stenographic services, supplies, 
reproduction, postage, and computer usage may 
neither be recovered under SSA contracts as out- 
of-pocket expenses nor included in billing rates, 
with the exception of clerical time. The govern­
ment officials agreed to consider the matter.
In the interim, firms dealing either directly or 
indirectly with the Social Security Administration 
on Medicare audits should be aware of the fact 
that these contracts are being interpreted to mean 
that only hourly rates and travel and subsistence 
are allowable charges.
Record number of students take AICPA tests
The number of college students taking the 
College Accounting Testing Program in order to 
discover their aptitude and qualifications for be­
coming members of the accounting profession 
reached its all-time high during the last academic 
year, when 31,924 students took the test. That 
was 3,600 more students than the previous year.
The College Accounting Testing Program is 
administered for the Institute’s Testing Project 
Office by the Psychological Corporation, New 
York City. The Project Office offers a variety of 
tests under the college program. The test titles 
and the number of students who took each last 
year follows.
Orientation T e s t ...........................................  9,539
Achievement Tests
Level I —  50-m inute.............................  10,839
Level I —  2-hour..................................... 4,569
Level II —  2-hour....................................  4,653
Level II —  4-hour....................................  106
Strong Vocational Interest....................  2,218
T o ta l................................................................  31,924
The tests are available for use by colleges in 
the fall, midyear, and spring programs. For de­
tails write:
AICPA Testing Project Office
The Psychological Corporation
304 East 45th Street, New York, N. Y . 10017
or call area code 212, Oregon 9-7070.
More support for National Merit scholars
The American Institute will step up its partici­
pation in the program of the National Merit 
Scholarship Corporation by supporting a new 
National Merit $1,000 Scholarship, which will 
be awarded for the first time in May 1968.
Under the NMSC plan, the new scholarships 
will be given to entering freshmen for a one- 
year period. The Institute will also continue to 
sponsor four outstanding students, who intend to 
become CPAs, during the four years of their col­
lege education. In all, the Institute will have five 
Merit Scholarships in effect in any given year, as 
compared to four in previous years. This marks 
the fifth year that the American Institute has 
participated in the National Merit Scholarship 
program.
8The state of the profession-
Experts from three reports to Council from the Executive Office
J o h n  L. Ca r ey  
Administrative Vice President
In recent months some people 
have said that the profession is 
undergoing "a crisis of confi­
dence.” In my opinion, this is an 
exaggeration. W hat we face is 
an awakened public interest in 
accounting. This interest is wider 
than ever in the past. It naturally 
leads to questions as to whether 
corporate accounting and inde­
pendent auditing are providing 
information on which investors, 
credit grantors and government 
agencies can rely in an increas­
ingly complex and rapidly chang­
ing environment.
Whatever the label given this 
phenomenon, however, I think 
that it has three main com­
ponents.
The first is a desire for infor­
mation about the nature and 
adequacy of accounting and au­
diting standards.
The second is an understand­
able and proper concern for the 
independence, responsibility and 
ethical standards of CPAs.
The third is effective com­
munication of the desired infor­
mation to the public.
Len Savoie is prepared to sum­
marize the present state of affairs 
with regard to the profession’s 
technical standards.
John Lawler is prepared to 
summarize the present state of 
affairs in the area of ethical 
standards and disciplinary ma­
chinery.
And my remarks will deal with 
the third aspect —  the question 
of communication.
When the spotlight was turned
on the accounting profession in 
1962, following the investment- 
credit incident, it became appar­
ent that there was a wide infor­
mation gap between what the 
profession considered its respon­
sibility to be, and what the public 
thought it was. Investors, ana­
lysts, bankers and financial writ­
ers showed clearly that they did 
not understand the nature and 
limitations of accounting and au­
diting, or the significance of the 
auditor’s opinion.
Immediate steps were taken to 
beef up our public relations facil­
ities. Now, I think, it can be fairly 
said that our communications 
with the public have been vastly 
improved. The financial press is 
paying attention to the construc­
tive work of the Institute, espe­
cially in the area of accounting 
principles.
Overall, the daily press, and 
weekly or monthly publications, 
within the past six months have 
published 171 items which we 
consider favorable and only 2 
which we regard as negative.
All this has not been acciden­
tal. It is largely the result of hard 
work. Our strengthened public 
relations staff has arranged semi­
nars for financial writers and edi­
tors in New York, Chicago, and 
St. Louis, at which a total of 41 
participants have been present. 
The results have been apparent 
in better understanding of the 
nature of accounting and the re­
sponsibility o f auditors, and 
many favorable stories have re­
sulted.
Of course, newspapers and 
magazines are not the only media 
of communication. Our new N a­
tional Conference of Bankers and 
CPAs has produced a pamphlet 
on the significance of the au­
ditor’s report which is being cir­
culated to 20 ,000  or more 
bankers.
Our Washington office main­
tains continuous personal rela­
tions with officials of federal 
agencies concerned with account­
ing and auditing, as well as with 
members of Congress.
No discussion of communica­
tions should ignore the tremen­
dous potential of the state so­
cieties and our own members as 
vehicles for dissemination of in­
form ation at the local level. 
Through our state society serv­
ice department many thousands 
of pamphlets, speeches, articles, 
and recruiting brochures are dis­
tributed each year.
And we should not overlook 
the fact that The Journal of Ac­
countancy, Management Serv­
ices, research studies and other 
Institute publications reach the 
desks of perhaps 100,000 cor­
poration executives, government 
officials and teachers.
In short, we have developed a 
network of communications 
which is better than we have ever 
had before.
But when all this has been said 
a question of critical importance 
remains. W hat messages do we 
have to communicate to all these 
influential groups? How do the 
receivers of the messages react? 
Are the promise and the per­
formance of the CPA profession 
keeping pace with rising public 
expectations?
There have been a few straws 
in the wind. Bankers hint that
9CPAs are too defensive —  that 
they are so busy explaining the 
limitations of auditing and ac­
counting that they don’t offer 
much constructive aid in solving 
the bankers’ problems. Questions 
about the auditor’s independence 
are being asked in many quarters. 
Some critics suggest that the pro­
fession’s response to challenge is 
to rationalize that the status quo 
is beyond improvement.
Have the relative responsibil­
ities of CPAs to their clients and 
to users of the statements which 
they audit been clearly enough 
defined? Does the standard short 
form of auditor’s report permit 
readers to assume that the audit 
provides greater assurance than 
it can? Are current efforts to 
elim inate substandard audits 
adequate? Can the APB move 
fast enough, in the face of out­
side pressures, to meet investors’ 
demands for elimination of un­
necessary obstacles to compara­
bility of earnings of different 
companies?
The Institute is not ignoring 
these questions. They are not easy 
questions, and we cannot expect 
to provide pat answers to make 
everybody happy. But they are 
the sort of questions which have 
to be answered to the best of our 
ability if our communications 
are to be effective. And the best 
answers may be in the form of 
actions rather than words.
L eonard  M . Savoie 
Executive Vice President
Some observers have claimed 
that a credibility gap exists in fi­
nancial reporting. The Account­
ing Principles Board is currently 
working hard to close this gap, 
with many important subjects on 
the docket and, fortunately, com­
ments about the Board are be­
coming increasingly favorable. 
Nevertheless, we must face the 
fact that as the Board extends its 
area of influence, it will continue 
to encounter complaints from 
those who cling to their desire 
for latitude of choice or who are 
being obliged to comply with 
provisions which may adversely 
affect their long-term or short­
term goals. Now that business is 
aroused to the problems and re­
sults of setting accounting prin­
ciples, the Board will for some 
time need a lot of courage to 
continue to take firm positions.
The Board is seeking to estab­
lish, amplify and clarify account­
ing principles in order to provide 
more substance and meaning be­
hind the opinion of the account­
ant. In doing so, the Board has 
tried to involve business manage­
ment to a greater extent. The rea­
sons are these:
First, there is a real need for 
management to recognize 
clearly that the statements are 
theirs and they should be con­
cerned over the accounting 
that is followed and the credi­
bility with which the state­
ments are received.
Second, corporate financial man­
agement contains a vast pool 
of knowledge on accounting 
and financial reporting mat­
ters which must be made avail­
able to the Board if it is to 
establish principles wisely. 
Third, management must be in­
volved in determining ac­
counting principles to provide 
assurance to all that the Board 
is not acting arbitrarily with­
out regard to real practical 
problems.
It is plain that management is 
becoming very much interested 
in the work of the Board. Just
this week, in addition to the mail­
ing to our 60,000 members, more 
than 7,000 copies of an exposure 
draft of the proposed Opinion on 
Income Tax Accounting were 
sent to corporation presidents, 
university professors, bankers, 
financial analysts and other busi­
ness leaders. Hundreds of com­
ments are expected, representing 
collective views of thousands. 
But even before this formal ex­
posure process was started, be­
tween July 10 and September 12, 
the Board received 100 letters 
from interested persons com­
menting on the subject of income 
taxes. Because most of them op­
posed the single method of 
spreading for handling the in­
vestment credit and 69 opposed 
comprehensive tax allocation, a 
press conference was held to 
make known the Board’s position. 
W hat weight can and should the 
Board give to these views from 
industry which preceded the ex­
posure process? Quite obviously, 
many of the views are sincerely 
held beliefs based upon reason­
ing that has some merit. But just 
as obviously, many respondents 
have an eye on earnings per 
share, a fear for the loss of an ad­
vantage now held, and inade­
quate understanding of what the 
Board’s proposed Opinion really 
says. Many other negative reac­
tions will, I think, be eliminated 
by the terms of the Opinion itself.
Nevertheless, the many com­
ments received and to be received 
must be studied carefully and 
weighed by the Board as to their 
merit. In particular, those which 
offer new problem situations or 
new slants to an old issue must 
be considered as to possible 
changes that may be appropriate 
to accommodate them. On the 
other hand, the Board must reject
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the comments which simply re­
peat old arguments that have 
been thoroughly explored, re­
searched, debated and rejected. It 
is not easy for individual Board 
members to determine which of 
a myriad of suggestions require 
changes in a Board position and 
which suggestions must be re­
jected in the interest of fairness 
and consistency, and usefulness 
to investors.
The APB has just taken anoth­
er courageous step by issuing a 
statement favoring further re­
search and experimentation in 
the presentation of financial in­
formation by industry lines for 
conglom erate and diversified 
companies. Here again, there is 
strong industry opposition to 
this kind of reporting. Neverthe­
less, this is an area where the 
Board should exercise leader­
ship; it can be expected to take 
a stronger position in the future.
The Institute is also making 
progress in providing guide­
lines for better accounting and 
auditing through the channel of 
special industry audit guides, 
which deal with both accounting 
principles and auditing pro­
cedures.
Audit guides are being pre­
pared for banks, life insurance 
companies, defense contractors, 
medicare audits, hospital audits 
and personal financial state­
ments.
The committee on auditing 
procedure has just approved final 
statements on auditing procedure 
on unaudited financial state­
ments and on auditors working 
papers. These statements are ex­
pected to be issued within a week 
or two. A subject currently be­
fore the committee relates to the 
correction of financial statements 
and revision of the independent 
auditor’s opinion in cases where
the auditor discovers, after issu­
ance of his opinion, facts exist­
ing prior to such issuance, which 
lead him to believe the financial 
statements may have been sub­
stantially misstated. The com­
mittee is also working assidu­
ously on the revision of the au­
ditor’s short form opinion.
If there is a common experi­
ence running through the prob­
lems of raising technical stand­
ards of the profession, it is that 
in the face of an irreversible 
trend toward tighter accounting 
standards, there persists in some 
quarters a reluctance to move 
ahead from the status quo. It 
seems to me that business should 
be willing to accept principles 
thoughtfully and painstakingly 
worked out by the accounting 
profession as a part of our private 
enterprise system in preference 
to regulation that otherwise 
might well be imposed by gov­
ernment. Regardless of how busi­
ness men may react to the profes­
sion’s attempt to narrow differ­
ences in accounting practices, the 
only danger to the profession—  
and to business as well— lies in 
inactivity.
J o h n  L a w l e r  
Managing Director
In a brilliant article in the fif­
tieth anniversary issue of The 
Journal of Accountancy back 
about a dozen years ago, Ed­
ward B. Wilcox, a former presi­
dent of the Institute who is, in 
my view, one of the wise men of 
the accounting profession, made 
this perceptive observation: 
"Attempts to judge the ethi­
cal status of public accountants 
are necessarily concerned with 
its limitations, and contempla­
tion of limitations inevitably 
appears d isco u rag in g . It
shouldn’t. When a steel bar is 
tested in a laboratory, it is sub­
jected to a load until it breaks. 
That tells the limitation of its 
strength. But the fact that it 
breaks is not fa ilu re . Its  
strength is the load it carried 
before the breaking point. 
That is the way to regard the 
ethical standards of the ac­
counting profession and their 
observance in practice.”
The ethics committee, which is 
now composed of sixteen mem­
bers, has three basic missions: 
it is expected to interpret the 
Code of Professional Ethics for 
the guidance of members; to in­
itiate changes in the rules in the 
light of changing conditions; and 
to investigate complaints brought 
against members.
The committee’s interpreta­
tive function is performed in two 
ways: by the issuance of a series 
of numbered Opinions addressed 
to matters of broad interest, and 
by the provision of direct advice 
to members on the propriety of a 
contemplated action. Because of 
their importance, the formal 
opinions are rather widely ex­
posed in draft form before their 
adoption; and if they survive this 
critical scrutiny, they are printed 
in The CPA and appear in the 
pamphlet containing the Code 
and bylaws.
As conditions change, more 
than interpretation of the rules 
may be required. The rules them­
selves may need to be modified. 
This necessity can be disturbing. 
From the caustic comments of 
some members, it is apparent 
that they are convinced that the 
ethics committee consists of a lot 
of elderly gentlemen of dour 
character who derive a fiendish 
delight in erecting new obstacles 
to the profitable practice of ac­
counting. But, of course, the
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Code must be changed to reflect 
the changing nature and scope 
of accounting, to provide clearer 
definitions of responsibility in 
new areas of practice for the 
guidance, as well as the protec­
tion, of members, and to keep 
pace with the public’s rising ex­
pectations in regard to the con­
duct of those who occupy posi­
tions of trust.
As a matter of fact, a basic 
overhaul of the Code may be 
overdue.
On receiving the Institute’s 
gold medal award two years ago, 
Thomas G. Higgins declared 
that the Code was "one of the 
worst pieces of Institute litera­
ture in current circulation”— a 
harsh indictment from a former 
chairman of the ethics commit­
tee. Mr. Higgins deplored the 
completely negative approach of 
the Code. "It consists,” he said, 
"of a long series of 'Do N ot’s’, 
all with the air of 'Thus saith the 
Lord.’ ” And he proposed that 
the Code be totally rewritten, 
with a heavy emphasis on the 
affirmative aspects of profes­
sional conduct, as one means of 
encouraging CPAs to develop a 
strong sense of mission in the 
service of society.
Perhaps the most onerous of 
the committee’s responsibilities 
is the evaluation of complaints 
against members to determine 
whether there appears to be suf­
ficient evidence of a violation to 
justify referral of the matter to 
the Trial Board.
About 150 incidents raising an 
ethical question came to the In­
stitute’s attention in 1966. Half 
of these were so minor in char­
acter that they did not require 
formal processing by the com­
mittee. After exploration, only 
14 of the remaining 75 cases were 
sent to the Trial Board. The rest
were closed by the committee be­
cause its investigation led to the 
conclusion that the complaint 
was not fully justified— or be­
cause the inquiry itself produced 
a promise of reformation on the 
part of a first-time offender which 
seemed to warrant dismissal of 
the case.
It must be conceded that the 
number of cases requiring action 
by the Trial Board is remarkably 
small for an organization of 
more than 60,000 members.
It suggests that either CPAs 
are unusually virtuous —  or the 
profession’s machinery for de­
tecting violations of its standards 
is defective.
The first explanation ought 
not to be lightly dismissed. The 
penalties which can be imposed 
upon a CPA for departing from 
acceptable behavior are extreme­
ly severe; and no sensible person, 
knowing that his reputation for 
integrity is his most precious 
possession, would run those risks 
even if the chances of detection 
were remote.
Yet, having said this, I must 
confess to a growing sense of un­
easiness over the adequacy of the 
profession’s surveillance of prac­
tice.
One of the major problems, of 
course, is the reluctance of every­
one to challenge the conduct of 
others. This may be due in part 
to a natural fear that such a chal­
lenge may provoke reprisals or, 
at least, require a painful in­
volvement in a disciplinary pro­
ceeding. And I suspect that an 
even more powerful deterrent is 
the great old American habit of 
scorning the man who testifies 
against a friend, neighbor or col­
league. But the CPA who re­
frains from disclosing the mis­
conduct of another CPA —  par­
ticularly when that misconduct
could now or later adversely 
affect the interests of others —  
might well be considered to share 
in the guilt of the errant member.
The duties performed by the 
ethics committee are difficult 
ones; but the responsibilities as­
signed to the Trial Board can 
only be described as awesome.
In order to expedite its work, 
the Board operates through a 
sub-board system. The sub- 
boards, composed of at least five 
members, are appointed as soon 
as the ethics committee’s charges 
have been prepared. They meet 
in the respondent’s own area— as 
often as possible, in his own city. 
Thus he can easily appear in his 
own defense and bring witnesses 
to testify on his behalf.
The Board and sub-boards 
have available to them a 15-page 
manual to guide their operations
—  a document, incidentally, 
which has been provided to a 
number of state societies to aid 
them in their own disciplinary 
actions. The manual is designed 
to ensure a fair and orderly pro­
ceeding for the protection of both 
the Institute and the member un­
der charges.
The disciplinary process is not 
only costly in terms of human 
emotions; it is also costly in terms 
of the time and energies expend­
ed by members serving on the 
ethics committee and the Trial 
Board.
The annual budget provision 
for this area of the Institute’s 
operations approaches$100,000.
This, in view of the vital need 
to maintain an effective disciplin­
ary machine, is not an excessive 
cost— and perhaps a considera­
bly larger investment would be 
in order.
But, regardless of the size of 
the appropriation, it would be 
impossible for the Institute alone
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to do all in this area that needs 
to be done. An effective program 
of discipline for the entire pro­
fession can only be developed 
through a co-ordinated effort on 
the part of the Institute, the state 
boards of accountancy, and the 
state societies.
Before this division of labor 
can be accomplished, however, 
there will have to be a high de­
gree of common membership in 
the Institute and the state so-
cities— and this is well on its way 
to achievement. There will also 
have to be a high degree of uni­
formity in the codes of the na­
tional and state organizations—  
and this, too, is approaching real­
ization. Finally, there will have 
to be an agreement on the stand­
ards to be followed in the con­
duct of trials— and this has yet 
to be negotiated.
This subject of a co-ordinated 
approach to discipline will be
further explored at a National 
Ethics Conference sponsored by 
the Institute’s ethics committee 
on October 15-17 in New York. 
At this meeting, state society 
officers, executives, ethics com­
m ittee chairmen, state board 
members and legal counsels will 
consider means of improving 
compliance with the profession’s 
standards. It is to be fervently 
hoped that every state will be 
represented at the conference.
More from members on accreditation
Members respond further to John L. Carey’s 
column on accreditation in the June CPA.
The most innocent victims would be the thou­
sands and thousands of clients left with a feeling 




A solicitation for comments on the idea of 
AICPA accreditation for firms of certified public 
accountants in the field of auditing does not lead 
to immediate implementation of the project. I 
feel that the idea should be explored and the 
benefits thoroughly considered by all members 
of the profession.
I was most discouraged by some of the remarks 
contained in letters published in the July-August 
CPA. It appears to me that some of those most 
vehement in their condemnation of accreditation 
are those that could benefit to the greatest extent 
from such a program.
At the risk of going far beyond what is required 
to answer your question on the matter, I will give 
my opinion on what the AICPA is and what it is 
attempting to do for the local firm and the indi­
vidual practitioner.
First, we cannot help but be aware of the fact 
that the great majority of Institute members are 
local practitioners and not from the large inter­
national firms. Six of the last nine Institute presi­
dents have been partners in local firms and the 
current nominee is also from a small firm.
It has been my observation as a member of 
Council from my state and as a member of four
different Institute committees that the Institute 
staff members are most anxious to work with and 
assist the local practitioner. The professional de­
velopment programs are designed to train part­
ners and staff of the small firms. Larger firms have 
their own training and development programs.
The Institute, state societies, and many indi­
viduals and firms have always exerted every effort 
to make possession of the CPA certificate the 
measure of professional competence in the field 
of auditing. Unfortunately, at the time they re­
ceive the certificate, too many practitioners have 
merely reached the point where they are ready 
to learn to be an adequate independent auditor. 
Those who are exposed to and take advantage 
of the continuing educational programs and guid­
ance material available will reach the desired 
level of proficiency. Those who put no effort into 
self-improvement will never be competent pro­
fessional auditors, but they will still be certified 
public accountants.
W hat firms would benefit in the auditing field 
by accreditation? Only a few very large firms are 
now recognized beyond limited local areas. Those 
firms own the "brand names” which have accept­
ance in nation-wide financial circles. The condi­
tion exists whether we local practitioners like it 
or not. The local firm principal or partner should 
not seek to destroy those "brand names” but 
should think of how to join the fraternity.
Is it not possible that the proposal on accredi­
tation might be the first step by the AICPA 
towards eliminating the doubts that exist in the 
minds of some credit grantors? Many small firms 
with well trained and properly supervised staffs 
are just as aware of auditing standards and ac­
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counting principles as staffs of the largest firm. 
Properly implemented accreditation could give 
the financial community a new "brand name”. 
The local banker could also have some assurance 
as to the competence of a firm issuing opinions 
on financial statements. The firms desiring ac­
ceptance as a practicing unit in auditing would 
strive to gain accreditation.
I think it would be to the advantage of the pro­
fession as a whole if CPA firms, as firms, could 
obtain authoritative recognition of their compe­
tence as independent auditors.
Lloyd O. Parker 
Phoenix, Arizona
I feel that this type of accreditation will help 
to destroy the CPA profession as such. All this 
examination would do would be to discredit 
other CPAs. . . . The proposal to give an addi­
tional exam for auditing standards would be like 
asking the lawyer to become accredited at home 
closings or trial work instead of being considered 
a lawyer because he passed the Bar examination.
In addition to harming the profession, this 
proposal would be impossible to police and 
would fool the public. How would you handle a 
situation where a firm of two partners took and 
passed the auditing exam and became accredited; 
then, at a later date, reached a rapid expansion, 
hired four or five juniors who were inefficient at 
supervision and, therefore, did a poor job in au­
diting. W hat would you do about the firm that 
passed this examination, stayed status quo and 
never continued their education, improved them­
selves or kept up with Institute bulletins and be­
gan doing slipshod work?
A. J. Hirschfeld 
Manchester, Conn.
The profession should seriously consider this as 
one of the possibilities of solving the problems 
arising out of the increased specialization in the 
profession and to give the small and medium- 
size CPA firms an opportunity to indicate to the 
users of financial statements that they are keeping 
up with the developments in the profession and 
are competent to conduct a first-class audit. There 
is no question in my mind that without some extra 
effort, the large international and national CPA 
firms will pre-empt the field of auditing.
I would like to express my view that an ap­
proach as suggested in John L. Carey’s column
should be seriously considered, together with any 
other means of accomplishing the same results.
I have been somewhat surprised at the number 
and strength of the very strong negative reactions 
as shown in the excerpts from letters published 
in the July-August 1967 issue of The CPA. Per­
haps, a person has to be aroused to write a letter 
and only a person who is strongly opposed is suffi­
ciently aroused to go to the effort of writing a 
letter. It appears to me that the Institute will have 
to do a job of educating its members for the need 
of upgrading the standards of reporting and au­
diting. Unfortunately too many members do not 
read the Institute’s publications except when they 
feel threatened, justifiably or unjustifiably, by 
some step the Institute wants to take. I believe 
that after appropriate educational effort a ballot 
of the Institute’s membership might very well 
obtain a more favorable result than the immediate 
reaction published in your July-August issue.
Frank H. Eiseman
Portland, Oregon
It is a novel and bold idea; but that is all. . . .
The groups that would be hurt the most are the 
sole practitioners and small firms. In some cases, 
these men do only a few audits per year and the 
bulk of their work is in basic accounting services, 
taxes and management services. These practi­
tioners could not win. If they did not submit 
themselves for a rating, they would lose the con­
fidence of their audit clients; but if they did sub­
mit and did not get top ratings, they would still 
lose the confidence of the clients. The firms which 
would not be affected, one way or the other, 
would be the national and international firms.
I have explained my feelings concerning this 
proposal. However, I do feel that steps should 
be taken to improve the competency of CPAs. 
These steps should be taken under the guidance 
of the AICPA, but should be internal in nature. 
An example of such a program should be the re­
quirement to study at the postgraduate level, or 
through AICPA seminars and professional de­
velopment courses, as a condition of retaining 
the certificate as a CPA or as a member of the 
AICPA. The public relations program of the In­
stitute could then impress on third parties that 
the AICPA is actually stressing self-improve­
ment. It would be a far better program than to 
rate professional men. Gerald L. Kramer
Phoenix, Ariz.
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APB exposure draft is explained at press conference
AICPA members have received an exposure 
draft of an Opinion of the Accounting Principles 
Board on "Accounting for Income Taxes.” Be­
cause of interest in the subject already aroused in 
the press, the Institute’s public relations office 
invited newsmen to attend a conference Sept. 19, 
at which copies of the draft were made available 
and opportunity provided for asking questions of 
Leonard M. Savoie, executive vice president, and 
Donald J. Bevis, partner in Touche, Ross, Bailey
& Smart, and chairman of the APB sub-commit­
tee which prepared the draft.
The proposed Opinion deals with two broad 
matters. One is the handling of deferred income 
taxes— the other is the handling of the invest­
ment tax credit.
In explaining the background of the subject, 
these points were made at the press conference:
1. Companies now have an option as to the 
way they handle the tax credit. The proposed 
APB Opinion recommends a single method—  
the "spreading” one. This is in line with the Insti­
tute’s objective of reducing the number of ac­
ceptable accounting principles applicable to a 
given set of circumstances.
Some companies argue against elimination of 
the alternative on the ground that notes to their 
financial statements show which method has been 
used, so that an investor can take this into consid­
eration in making comparisons of one company’s 
results with those of another. The weakness of 
this argument is that investors are very much 
influenced by newspaper reports of corporate 
earnings, and usually editors don’t have space to 
report how a company treats the tax credit. So two 
companies, in the same industry and with roughly 
comparable operations for the year, might report 
income differing by a substantial amount because 
one used flow-through and the other spreading, 
yet the reason for the difference in reported earn­
ings would not be apparent to the investing 
public.
2. Some business journalists have pointed out 
to their readers that a reported earnings per share 
can be materially affected by the way a company 
handles the investment tax credit. For example, 
an article in a financial magazine last spring said: 
"Industry is shot through with such accounting 
variations . . .  the effect on reported earnings can 
run into millions of dollars.”
The APB has stated that one of its purposes is 
to make like things look alike in financial state­
ments, and unlike things look different. The in­
vestment credit is one of those "like things.”
3. The other matter which the Opinion deals 
with is accounting for deferred taxes. The two 
kinds of transactions most significant in this re­
spect are accelerated depreciation and installment 
sales. On these two items the vast majority of 
companies already follow the accounting proce­
dures proposed in the Opinion. So what the Opin­
ion would do is simply confirm what is already 
widespread practice. But it would also extend the 
practice to all other items that give rise to a 
material difference between book income and 
taxable income. Nevertheless, objections have 
been raised to comprehensive tax allocation, and 
pleas have been made that the APB, instead of 
taking this path, actually undo what is already 
general practice.
4. The APB in preliminary discussions has had 
the benefit of views of key industry groups. It 
has considered them carefully and believes that 
the procedures set forth in its proposed Opinion 
are those which will best serve the 22 million 
stockholders, financial analysts, and other users 
of financial statements. Further helpful com­
ments are anticipated as a result of the exposure 
process.
In a recent comment to the House Interstate 
and Foreign Commerce Committee, Chairman 
Manuel Cohen of SEC said, "There are a number 
of areas where we have felt in recent years that 
the accounting profession has not been moving 
as rapidly as it should. W e have made that feeling 
known and they are now moving rapidly in at 
least two areas that I mentioned. One is the com­
parability of financial statements— the elimina­
tion of unnecessary variations in the presentation 
of essentially the same financial facts.” In an­
other statement, Commissioner Cohen listed in­
come tax allocation as one of the "variations” of 
presentation in corporate reports.
5. It is important to the free enterprise system 
for business to report to investors in the most fair 
and consistent way possible. For if private enter­
prise does not itself develop and use sound ac­
counting principles, they may be imposed upon it. 
And in such case, the result would be an erosion 
of the freedom of free enterprise.
K l e i n , H i n d s  &  F i n k e
Certified Public Accountants
6 0  E A S T  4 2 nd S T R E E T
N e w  Y o r k
To the Members of the American Institute 
of Certified Public Accountants:
We have examined the statements of assets, liabilities 
and fund balances at August 31, 1967, of the American Institute of 
Certified Public Accountants, the American Institute of Certified 
Public Accountants Foundation, and the American Institute Benevo­
lent Fund, Inc., and the related statements of income and expense 
and fund transactions for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary in the 
circumstances.
In our opinion, the accompanying statements of assets, 
liabilities and fund balances and of income and expense and fund 
transactions present fairly the financial position of each of the 
aforementioned organizations at August 31, 1967, and the results 
of their operations for the year then ended, in conformity with 
generally accepted accounting principles applied on a basis con­
sistent with that of the preceding year.
SEPTEMBER 18, 1967
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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
STATEMENTS OF ASSETS, LIABILITIES AND FUND BALANCES




Cash— savings accounts.....................................................................................................  $ $ 40,411
Cash— other ......................................................................................................................... 257,150 164,579
Marketable securities, at cost (quoted market 1967— $2,586,983; 1966—
$2,584,022) .................................................................................................... ...............  2,670,324 2,717,788
Receivables (less allowance for doubtful accounts— $4,000— 1967 and 1966)....  246,060 259,601
Inventories, at cost .................................................................. ....................................... 105,301 84,853
Due from American Institute of Certified Public Accountants Foundation............. .... 11,341
Prepaid expenses ..............................................................................................................  33,154 30,702
Furniture and equipment, at nominal value.............................................................. _____________________ 1 _ __________1
Total assets ................................................................ ........... ................ $3,323,331 $3,297,935
LIABILITIES AND FUND BALANCES
Liabilities:
Note payable in $5,000 semi-annual installments..................................... ............  $ 55,000 $ 65,000
Other payables............. - ................................................. - ........................................ ....  386,858 363,193
Dues collected in advan ce ............................................... ...........................................  1,123,683 1,015,922
Unearned subscriptions and advertising .................................................... ........... .... 466,711 441,451
Advance annual meeting registration fees............................................. ..................  86,409 58,036
Due to Elijah Watt Sells Scholarship Fund........ ................................. ......................  ............... 118 _______ 338
Total liabilities ... ...... ..................... ....................................................  $2,118,779 $1,943,940
General Fund balance:
Appropriated for contingencies .................................................................................. $1,000,000 $1,000,000
Income retained for working capital........................................................................... 204,552 353,995




Cash ...............................................................................................................................  $ 1,886
Marketable securities, at cost (quoted market 1967— $617,893; 1966—
$574,453) ................................................................................. .................... ..........  572,285
Library books, furniture and equipment, at nominal value .................................  1





ELIJAH WATT SELLS SCHOLARSHIP FUND
Assets:
Marketable securities, at cost (quoted market 1967— $5,775; 1966— $4,502) $ 4,655 $ 4,655
Due from General Fund................................... ............................................................ 118 338
Fund balance ......................... .................................... .......................... $ 4,773 $ 4,993
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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
STATEMENTS OF INCOME AND EXPENSE
YEARS ENDED AUGUST 31, 1967, AND 1966
INCOME
1967 1966
Membership dues......................................................................... ........................................  $1,937,167 $1,829,965
Investment and sundry income............. ........................................... .............................  225,005 164,820
General income.... ...................................................................... ...........  $2,162,172 $1,994,785
Self-supporting activities:
CPA examinations, Journal of Accountancy (non-members), Management Serv­
ices magazine, Professional Development program, sale of miscellaneous 
publications:
Gross income.......................................................... ............................................  $2,939,948 $2,729,561
Cost of self-supporting activities ...................................................... ..............  2,764,142 2,476,371
Net income from self-supporting activities ................................................ $ 175,806 $ 253,190
Total ...........................................................................................................  $2,337,978 $2,247,975
EXPENSE OF ACTIVITIES AND PROJECTS
Direct service to members:
Journal of Accountancy, CPA, membership directory, technical publications,
library, communications with members, annual meeting .................................  $ 71 2,766 $ 792,220
Maintenance of professional standards:
Accounting research (see special credit), auditing procedure, ethics, personnel
recruiting, research in Common Body of Knowledge ........ ............................. 601,929 519,870
Relations with state societies............................................................ .................. ........ 114,226 94,616
External relations:
Federal government, Federal taxation, aids to education, universities, and
other outside groups................................ ..................................... ...... .................  424,097 344,851
Internal affairs:
Council and committees (including Executive Committee), maintenance of
membership........ ................................................... .................... ............................. 314,581 271,199
Service activities not allocated:
Accounting and finance, service functions, general management, legal fees....  596,707 460,422
Total regular expense.......................................................................... $2,764,306 $2,483,178
Excess of (expenses) over income, before special credit ................... .....................  $ (426,328) $ (235,203)
Special credit:
Contribution from American Institute of Certified Public Accountants Founda­
tion for accounting research program (see contra)............................................ 276,885 215,189
(Deficit) transferred to income retained for working capital.........  $ (149,443) $ (20,014)
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
STATEMENT OF CHANGES IN FUND BALANCES





Balance, September 1, 1966 ..................................................
Excess of (expenses) over income ............................. ..........







Balance, August 31, 1 9 6 7 ............. ............ $1,204,552 $574,172 $ 4,773
AMERICAN INSTITUTE BENEVOLENT FUND, INC.
STATEMENTS OF ASSETS AND FUND BALANCE
AUGUST 31, 1967 AND 1966
Assets: 1967 1966
$ 7,904 $ 5,960
Marketable securities, at cost (quoted market 1967— $524,527; 1966—
$488,475) ... .................................. ................................................... .................... 501,291 501,278
Accrued interest receivable ... ...................... ........................................ ...... ...... ....... 134 441
Fund balance ..................................... ................................................... $ 509,329 $ 507,679
STATEMENTS OF CHANGES IN FUND BALANCE
YEARS ENDED AUGUST 31, 1967 AND 1966
Receipts:
Contributions...............................................................
Income from investments................ ..... .......................
Gain on sale of securities ... .....................................









T ota l............ ......................................... ................. .... $ 34,492 $ 22,143
Disbursements:
Assistance to members ............................................... $ 31,956 $ 38,707
Stationery, printing and other expenses................ 886 889
Tota l..................................................... $ 32,842 $ 39,596
Net increase (decrease) in Fund .... $ 1,650 $ (17,453)
Fund balance, beginning of y e a r ................................. 507,679 525,132
Fund balance, end of ye a r.... ........................... ............ $ 509,329 $ 507,679
NOTE— The Harold Burton Hart Fund represents 36.6%  of the Fund balance at August 31, 1967 and 1966.
19
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS FOUNDATION
STATEMENTS OF ASSETS, LIABILITIES AND FUND BALANCE
AUGUST 31, 1967, AND 1966
ASSETS
1967 1966
$ 3,283 $ 3,652
M arketable securities, at cost (quoted market 1967— $400,269; 1966—
$623 ,402 )......................................................................................................................... 407,694 639,310
Accrued interest on securities purchased ........................... ...................... ...................... 4,705 77
Total assets........... ....................................................................................— $ 415,682 $ 643,039
LIABILITIES AND FUND BALANCE
Liabilities:
Due to American Institute of Certified Public Accountants General Fund............ $ 11,341 $ —
Fund balance:
Accounting research program ........................................................................................... $ 303,716 $ 542,414
Library (including permanent capital of $2 ,7 4 7 )..................................................... 100,625 100,625
Fund balance...................... ............................................................................ $ 404,341 $ 643,039
$ 415,682 $ 643,039
STATEMENTS OF CHANGES IN FUND BALANCE
YEARS ENDED AUGUST 31, 1967, AND 1966
Income:
Income from securities, less custodian fees ........................................................... $ 27,677 $ 26,616
Gain (loss) on sale of securities ........................................................... ................... 7,742 (947)
Contributions received for support of accounting research program................... 6 ,795 119,233
Total .......................................................................................................... $ 42,214 $ 144,902
Disbursements:
Contributions to American Institute of Certified Public Accountants:
For library expense ............. .................................... .............................................. $ 4,000 $ 4,000
For costs of accounting research program ................................................. ....... 276,885 215,189
Stationery, postage and other expenses .......................................... ...................... 27 361
Total ......................... ............................................................................... $ 280,912 $ 219,550
Net (decrease) in Fund ... .................................... ............................. $ (238,698) $ (74,648)
Fund balance, beginning of y e a r .................................................................................... 643,039 717,687
Fund balance, end of y e a r................................................................................................ $ 404,341 $ 643,039
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Ethics committee for 1967-68
The following members were elected by Coun­
cil to the committee on professional ethics: 
Thomas D. Flynn, Arthur Young & Company, 
New York, Chairman; Peter Arnstein, John F. 
Forbes & Company, California; Ivan O. Bull, 
McGladrey, Hansen, Dunn & Company, Iowa; 
Richard Campobello, Arthur Andersen & Co., 
Massachusetts; Reed L. Colegrove, Lybrand, 
Ross Bros. & Montgomery, New York; Keith A. 
Cunningham, Touche, Ross, Bailey & Smart, 
New York; George E. Greene, Geo. E. Greene 
and Co., Indiana; Leslie A. Heath, Leslie A. 
Heath & Co., North Carolina; Paul E. Nye, Price 
Waterhouse & Co., New York; W . E. Olson, 
Alexander Grant & Company, Illinois; Fred H. 
Rohn, Jr., Puder & Puder, New Jersey; Philip J. 
Sandmaier, Jr., Haskins & Sells, Pennsylvania; 
Neal Y. R. Sheffield, Peat, Marwick, Mitchell & 
Co., Texas; W . Kenneth Simpson, Humphrey 
Robinson and Company, Kentucky; H. Landrith 
Thomas, Ernst & Ernst, Tennessee; James Van­
derLaan, Collins, Peabody, Masters and Vander­
Laan, Colorado.
LP records offer individual instruction
Three long-playing records that tell listeners 
a good deal about Taxation of Multiple Corpora­
tions are available through the professional de­
velopment division.
The records present a panel discussion by 
CPAs Bernard Barnett, Albert H. Cohen, and 
Arthur J. Dixon.
Produced by Columbia Records for the Ameri­
can Institute, the three discs play for a total of 
two and one-half hours. On them, the panelists 
discuss such critically important questions as the 
tax and nontax advantages of multiple corpora­
tions, consolidated returns, treatment of loss cor­
porations, multiple surtax exemptions, inter­
company transactions, the interaction of various 
multi-corporate elections available, and IRS limi­
tations on the tax advantages of multiple corpo­
rations. The panelists also discuss specific case 
problems and propose the best methods of meet­
ing them to gain maximum tax benefits. These 
same problems are also presented in a booklet 
which accompanies the album as an aid to study.
The album is $10 to members, $12.50 to others.
t h e CPA.
The CPA is the membership bulletin of the Ameri­
can Institute of Certified Public Accountants, Inc. 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
October 1967
Second class postage paid at New York, N. Y.
First ethics conference stresses co-ordinated activities
The first National Conference on Professional Ethics was held in New York, 
October 15-17. Present were 96 representatives of state CPA societies and ac­
countancy boards, 13 members of the Institute’s ethics committee and Trial 
Board and 11 AICPA staff members. In all, 43 states were represented.
Participants heard Institute President Marvin L. Stone propose a compulsory 
education requirement by which CPAs would periodically demonstrate to state 
boards evidence of their continuing competence to practice. (See p. 2.)
One session, "The Government Looks to the CPA,” featured Fred B. Smith, 
General Counsel, U.S. Treasury Department; Philip A. Loomis, Jr., General 
Counsel, Securities and Exchange Commission; and Leslie Surginer, CPA, 
Director, Borrowers Financial Management Division, Rural Electrification 
Administration. Each emphasized the extent to which the government relies on 
the work of the CPA and urged tightening of controls on ethical standards.
There was also a nuts and bolts session on attaining compliance with rules 
of conduct. William J. Caldwell, Jr., Executive Secretary, Kentucky Society of 
CPAs and State Board of Accountancy, stressed the importance of prompt and 
fair enforcement of ethical standards by accountancy boards. Donald J. Schnee­
man, Manager, Professional Ethics, AICPA, urged a wide exchange of infor­
mation among disciplinary authorities as a means of assuring compliance.
A mock trial was conducted by members of the Institute’s trial board under 
the chairmanship of former AICPA president J. S. Seidman. The ethics 
committee’s charges were presented by Harry Reiss, who also served as general 
chairman of the Conference. The "respondent,” who had failed to file income 
tax returns for three years, was represented by counsel and presented a formal 
defense. Found guilty, he received a one year’s suspension with publication of 
his name.
Highlighting the Conference were small group discussion sessions, at which 
delegates had the opportunity to comment on the prepared talks, discuss mutual 
problems and offer ideas for improving compliance.
APB wrestles with the convertibles problem
At its meeting in Phoenix, Arizona, on October 24-25, the Institute’s Account­
ing Principles Board discussed questions raised in connection with Paragraphs 
8 and 9 of Opinion No. 10, regarding convertible debt. As background for this 
discussion, members of the Board had the ( Continued on page 4)
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2from  the P resid en t 
MARVIN L. STONE
As our profession grows, there is evidence that 
the problem of substandard accounting work 
is growing at least as fast. When a patient enters 
a hospital, he signs a statement which author­
izes the hospital to divulge information concern­
ing his diagnosis and treatment to supervisory 
committees of the hospital staff and others who 
have a legitimate interest in the information. 
Few clients of a CPA would be willing to give the 
same type o f permission as regards confidential 
financial information. Credit grantors and other 
third parties are understandably hesitant to turn 
in reports which appear substandard for fear of 
reprisals or even lawsuits by CPAs or clients. 
Consequently, surveillance of CPA work by the 
AICPA, state societies or state boards of ac­
countancy is necessarily limited to a review of 
reports which have been made public.
Review of a CPA’s report would disclose only 
the obvious deviations from accepted reporting 
standards. An adequate review of the CPA’s 
work would require access to the CPA’s working 
papers. Such access necessitates approval of both 
the CPA and his client. These practical difficulties 
have severely limited the effectiveness of our pro­
fession’s organized compliance efforts.
I am convinced that most substandard work 
is the result of ignorance rather than willfulness. 
Therefore, I suggest that we attack the problem 
by attempting to dispel ignorance through a 
program of compulsory continuing education. 
I recommend that each CPA be required to sub­
mit evidence that he has completed at least 120 
hours of education in subjects germane to the
practice of accountancy every three years in order 
to renew his license to practice. Since the needs 
of practitioners vary widely, substantial flexibility 
should be permitted in the content and mode of 
the educational experience. Participation in pro­
fessional development courses, college courses, 
tax institutes, and the like, as a student or as an 
instructor, should qualify. The CPA should be 
allowed to take at least part of his educational 
requirement via in-firm training programs. Per­
haps credit should even be allowed for corre­
spondence courses to prevent undue hardship in 
the case of practitioners far from urban centers.
To be effective, the continuing education re­
quirement should be enforced at the state board 
of accountancy level. Such a requirement by the 
Institute or a state society would merely reduce 
membership. This continuing education require­
ment would not exceed that which most knowl­
edgeable CPAs secure voluntarily. My proposal 
is aimed primarily at those practitioners who fail 
to keep abreast of current developments.
Other professions recognize the need for con­
tinuing education. Teachers must take additional 
college courses periodically in order to remain 
certified— Colorado requires six semester hours 
each five years, for example. Physicians are re­
quired to attend educational meetings at hospitals 
in order to retain hospital privileges. Since almost 
all physicians need hospital privileges in order to 
practice, this educational requirement has teeth. 
The Academy of General Practice requires each 
of its 30,000 physician members to submit evi­
dence of 150 hours of ( Continued on page 4 )
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3Social accounting—an opportunity for service
The accounting profession faces a fascinating 
opportunity to serve the public by developing 
new and different techniques for measuring the 
output of social programs. There is already a 
need for this kind of measurement, which might 
be termed "social accounting”, and the need is 
bound to grow in the future, as vast sums of 
money will be dedicated to programs for social 
improvement.
Broad social programs require the use of funds 
which are easily measurable in terms of dollars, 
but they result in attainments which are intangi­
ble and cannot be measured in monetary terms. 
Nevertheless, CPAs are professionals in the de­
velopment and analysis of data and are well qual­
ified to seek solutions to the measurement of so­
cial intangibles. If we wish to become involved 
in the measurement and interpretation of the 
benefits of more healthful living, maintenance 
of recreational space, more beautiful cities, im­
proved education and culture and the like, we 
will have to move fast. The field has already been 
identified with others; for example, The New 
York Times has assigned this concern for social 
and esthetic scarcities to a new discipline of social 
economics. Unless it is pursued now, our profes­
sion may in the future be foreclosed from assum­
ing this broader role in society.
The theme of social accounting and its signifi­
cance in the society of the future was developed 
in the various speeches made at the annual meet­
ing of the American Institute in Portland and 
was emphasized in the final plenary session en­
titled, "W hat Can W e Expect?” A departure 
from more traditional technical programs, this 
session examined the future in terms of areas 
other than accounting. Dr. Simon Ramo, vice 
chairman of the Board and chairman of the Pol­
icy Committee of TRW , Inc., spoke on prospects 
in science and Joseph M. Goldsen, head of the 
Social Science Department of the Rand Corpora­
tion, spoke on prospects in social development.
A common thread emerging from this and 
other sessions of the annual meeting was that 
we are moving ahead so rapidly in science that 
technological achievements are far outrunning 
sociological developments. As our society be­
from  the Executive Vice President 
LEONARD M. SAVOIE
comes more complex and more capable of tech­
nical achievements, we must make choices be­
tween broad sweeping alternatives for social 
benefits, for it is unlikely that economic resources 
will ever be sufficient to accomplish all desired 
social programs. The direction of our resources 
into such major areas as air and water pollution, 
rebuilding of cities, transportation, retraining of 
people, requires decisions that can be made only 
through some degree of central planning and 
control.
The additional centralization of control of 
sociological developments would appear to be 
only the continuation of a trend which has been 
developing. Inevitably, centralized planning will 
have a limiting effect on individual freedom of 
action. While improved technology will provide 
room for individual choice as to material produc­
tion, central planning will lessen the ability of the 
individual to influence the way in which we em­
ploy our resources for sound development. In 
fact, the market place will assume less importance 
in this major role.
This does not mean that we are coming to the 
end of the private enterprise system. Far from 
it. It implies instead that now is the time for pri­
vate enterprise to establish clearer liaison with 
the public sector for influencing social decisions. 
It was Mr. Goldsen who in his address suggested 
— I believe for the first time publicly— that pri­
vate enterprise should organize an interdiscipli­
nary Committee for Social Development to oper­
ate in the area of social decisions in a manner 
parallel to the way the privately constituted Com­
mittee for Economic Development does in the 
area of economic problems. More specifically, 
Mr. Goldsen gave a direct challenge to the Amer­
ican Institute to form its own Committee on So­
cial Development to work in the field of social 
planning.
This suggestion should be explored carefully, 
for a committee like this from the private sector 
could perform a very great public service and 
help assure the preservation of private enterprise 
in the transition to a more centrally controlled 
society. The CPA in this kind of development 
could assume a position of great importance.
4Equity investment for Retirement Plan approved
Amendments to the AICPA Retirement Plan 
for Members providing for equity investment of 
about one-half of contributions made by or on 
behalf of sole practitioners, proprietors or part­
ners have become effective by Executive Com­
mittee action. (See also CPA, May 67, p. 9.)
Those presently participating in states where 
extension of such investments is approved will 
each receive a prospectus and have options this 
month to adopt this procedure or continue par­
ticipation without change until similar options 
are made available next year.
About one half of the states and the District of 
Columbia are already on the approved list and 
others will be added when practicable.
New subscribers, where such investments are 
approved, will have the equity investment facility 
available from the time they enroll.
Other new subscribers under the Members
Stone (from page 2 )
continuing education every three years in order 
to maintain membership in the Academy.
While experience is the best teacher, it is no 
substitute for occasional academic refreshers, par­
ticularly for CPAs whose experience remains 
narrow and low level. The knowledge explosion 
in most professions makes a college education 
obsolete within ten years. The rate of change in 
the accounting and auditing disciplines certainly 
bears out the fact that we are no exception to the 
accelerated obsolescence which is so much the 
rule in our dynamic society.
Many of us have fond recollections of the 
"lovable old doc” who ministered to the family 
medical needs as we grew up. Often his prin­
cipal function was that of reassurance, since with 
or without treatment nature would cure most of 
the body’s ailments. However, nature does not 
normally solve accounting problems in the same 
manner. As a result, a CPA who remains bliss­
fully unaware of current developments in ac­
counting knowledge is more likely to be called 
"inadequate” than "lovable.”
CPAs are licensed in order to protect the pub­
lic. Real protection, however, requires something 
beyond one-time evaluation and accreditation. 
The public is entitled to expect that a CPA re­
main continually aware of the latest develop-
Plan will make deposits, guaranteed as to prin­
cipal and interest, until their states are added to 
the list with investment options then available.
This development puts the Members Plan on 
a basis comparable to the Employees Plan where 
equities have been a part of the program from 
the outset.
Election forms are scheduled for mailing to 
present subscribers in the approved states in No­
vember and invitations to become subscribers will 
also be issued then.
Firms wishing to consider a subscription be­
fore invitations are issued should ask the Trustee 
for census forms right away so that illustrations 
may be prepared and mailed to them with other 
necessary information.
The Trustee is the Manufacturers Hanover 
Trust Company, Employee Benefit Plan Depart­
ment, 350 Park Avenue, New York, N. Y . 10022.
ments in his field. The public does not receive 
what it is entitled to expect from a CPA who has 
permitted his knowledge to become a victim of 
galloping obsolescence.
Obviously, compulsory continuing education 
is not the entire solution to the problem of sub­
standard work. Since most infractions are caused 
by ignorance, however, compulsory education 
to maintain the right to practice should go a long 
way towards solution of the problem.
APB (from page 1)
benefit of a report from a subcommittee which 
had met on October 13 with attorneys, invest­
ment bankers, representatives of the Financial 
Executives Institute, and others.
Other matters on the APB’s agenda included:
• Handling of the transition when accounting 
methods are changed
• Providing members with guidance on the 
meaning of "substantial authoritative sup­
port” in order to enable them to comply with 
the AICPA Council resolution on disclosure 
of departures from APB Opinions
• Price-level adjustments
• Impact of rate regulation on accounting for 
public utilities.
New Publications Announcement
Management of an Accounting Practice Bulletins
No. 23: Record Filing in 
Accounting Offices
This new bulletin examines the many important factors which a CPA firm 
must carefully consider in order to establish and maintain a record filing 
system which will prove most useful, efficient and economical.
The study offers practical advice on such subjects as the various ways in 
which records may be classified . . .  the need for uniform procedures . . . the 
importance of using the right kind of equipment. . .  techniques for advanced 
planning and periodic review . .  . and recommended criteria for setting up a 
regular program of record retention and disposal.
All of these questions are discussed in terms of the various specific kinds 
of records most often used and maintained by CPA firms. The bulletin will 
therefore serve as a practical guide on how best to handle files of the firm’s 
own records as well as those which have been compiled for clients.
No. 14d: Revenue and Expenses 
of Accounting Firms
This 1967 report— the fourth in a series of supplements which serve to 
update material in MAP Bulletin No. 14: Basic Financial Reporting for 
Accounting Firms— is based on a survey which was recently made of ac­
counting firms and individual practitioners represented in the American 
Institute. The study therefore provides a basis for comparing a firm’s own 
income and expense figures with current composite data on other firms—  
tabulated and presented according to size of firm, geographical region and 
size of metropolitan area.
SOME HELPFUL EXHIBITS INCLUDED IN THE SURVEY
* Firm net income by number of partners.
* Hourly billing rates by class of staff.
* Hourly billing rates for partners.
*Normal percentage of employee annual base salaries recovered in daily 
billing rates.
* Total salary, operating expenses and net income percentages.
* Operating expenses as a percentage of gross income.
*Average billing— per person per year— by size of firm.
SEE REVERSE SIDE FOR EARLIER BULLETINS AVAILABLE
EARLIER MAP BULLETINS STILL AVAILABLE
No. 14: Basic Financial Reporting for Accounting Firms (0434)
No. 14c: 3rd Annual Income & Expense Survey (0430)
No. 15: Fee Determination, Costing and Budgeting for Accounting Firms 
(0435)
No. 16: The Difficult Art of Managing Your Time (0436)
No. 17: Advanced Planning for Continuation of a Practice (0437 )
No. 18: Application of Data Processing Techniques to the Management 
Requirements of Accounting Firms (0438)
No. 19: Retention of Records in Offices of CPAs (0439)
No. 20: How to Improve Staff Member Motivation (0440)
No. 21: The Process of Communication in Public Accounting (0441)
No. 22: Purchase, Sale and Merger of Small Accounting Firms (0442)
EACH BULLETIN $2.00* POST BINDER $3.50*
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, postpaid, the publications indicated below:
______  MAP No. 23: RECORD FILING IN  ACCOUNTING OFFICES (0 4 4 3 )  at $2.00
______  MAP No. 14d: REVENUE AND EXPENSES OF ACCOUNTING FIRMS (0 4 2 9 )
at $2.00
______  POST BINDER (0 4 3 3 ) at $3.50
Also send the following earlier MAP Bulletins at $2.00 per copy:
Nos._________________________________________________________________
m e m b e r 's n a m e ____________________________________________________________________________
FIRM_________________________________________________________________________________________
(if part of mailing address)
ADDRESS______________________________________________________________________________________
CITY__________________________________________ STATE____________________ ZIP __ _____________
*AICPA Member Discount— AICPA publications are available to mem­
bers at a 20 percent discount. The minimum order subject to this discount 
is $2.50. If your order totals $2.50 or more, please deduct 20 percent from 
the list prices shown.
(Please add 5 percent sales tax in New York City. Elsewhere in New 
York State, add 2 percent state tax plus local tax if applicable.)
7Minutes of the annual meeting: Portland, Oregon, September 25, 1967
The eightieth annual meeting of the American 
Institute of Certified Public Accountants con­
vened at 9 :10 a .m ., September 25, 1967 at the 
Paramount Theater, Portland, Oregon. President 
Hilliard R. Giffen presided.
Addresses of welcome
L. Don Hunsaker, president of the Oregon 
Society of CPAs, welcomed the members of the 
AICPA to Portland and the Pacific Northwest.
Clay Myers, Secretary of State of Oregon, ex­
tended the state’s welcome to AICPA members.
Introduction of guests from other countries
The chairman introduced the following rep­
resentatives of other countries: Arsenio Maralit, 
president of the Philippine Institute of CPAs, 
who responded to the introduction with greetings 
from his organization; and, in absentia, Ricardo 
Mora, president of the Instituto Mexicano de 
Contadores Publicos, who was unable to be pres­
ent until later in the meeting.
Approval of minutes
Minutes of the annual meeting of October 3, 
1966 were approved as printed and circulated to 
the members in The CPA (December, 1966, 
pp. 12-14).
Report of the auditors
Leonard Price, of the firm of Klein, Hinds & 
Finke, presented the report of the auditors. On 
motion duly seconded, the report of the auditors 
(The CPA, October, 1967) was received.
Introduction of past presidents
The chairman introduced the past presidents 
of the AICPA in attendance: Thomas D. Flynn, 
New York; Louis H. Penney, California; J. A. 
Phillips, Texas; John W . Queenan, New York; 
J. Harold Stewart, New York; Robert M. True­
blood, Illinois; Arthur C. Upleger, Texas; and 
John H. Zebley, Jr., Pennsylvania.
Report of Council
Roger Wellington, member of Council at large 
from Massachusetts and chairman of the com­
mittee to prepare the report to the membership 
on behalf of Council, presented a report of the 
activities of Council for the fiscal year 1966-67. 
Upon motion duly seconded, the report and all 
acts of the Council during the year were ap-
Report of the president
Mr. Giffen delivered his report to the member­
ship.
Elijah Watt Sells Awards
Francis M. Linek, chairman of the Board of 
Examiners, presented the Elijah W att Sells 
Awards to candidates who had received the high­
est grades at the November, 1966 and May, 1967 
CPA examinations.
Report of the committee on awards
J. T. Koelling, chairman of the committee on 
awards, presented the CPA Award for Distin­
guished Service, posthumously, to Robert E. 
Witschey, a past president of AICPA, and the 
award was accepted with thanks by Mr. W its­
chey’s son, Walter.
The second award for Distinguished Service 
was made, in absentia, to Clifford V. Heim­
bucher, also a past president of AICPA, who was 
unable to be present at the meeting.
Presentation of awards for outstanding 
accounting literature
President Giffen presented the awards for dis­
tinguished accounting literature to the following 
persons who had been selected by a special com­
mittee of the American Accounting Association: 
Professor Ray J. Chambers of the University 
of Sydney, Australia, for his book, "Accounting, 
Evaluation and Economic Behavior.”
Professors Yuji Ijiri and Robert K. Jaedicke, 
Stanford University, for their article "Reliability 
and Objectivity of Accounting Measurements.” 
Professor William J. Vatter, from the Univer­
sity of California in Berkeley, for his article, 
"Accounting for Leases.”
Address by Dr. Ezra Solomon
At the invitation of the chairman, Dr. Ezra 
Solomon, consulting economist to the Institute, 
addressed the members.
Election of officers and members of Council
The chairman announced that the next order 
of business was the election of officers and mem­
bers of Council for the ensuing year.
Robert M. Trueblood, chairman of the com­
mittee on nominations, presented the report.
Mr. Trueblood placed in nomination Marvin L. 
Stone, of Colorado, for election as president. It 
was moved and seconded that the nominations be
8closed and that the secretary cast one ballot for 
the election of Mr. Stone. The motion was car­
ried, the ballot was cast, and Mr. Stone was de­
clared duly elected.
The following members, proposed for the 
offices of vice presidents and treasurer, were 
nominated by Mr. Trueblood:
Vice Presidents 
Durwood L. Alkire, Washington 
Samuel A. Derieux, Virginia 
Eli Mason, New York 
Walter J. Oliphant, Illinois
Treasurer 
Ralph E. Kent, New York
It was moved and seconded that the nomina­
tions be closed and that the secretary cast one 
ballot for the election of candidates named. The 
motion carried, the ballot was cast and the mem­
bers named were declared elected.
Mr. Trueblood moved that the following be 
elected members of Council:
For Council members at large 
(Three-year term)
Richard T. Baker, Ohio 
Matthew F. Blake, New York 
Albert J. Bows, Georgia 
Walter E. Hanson, New York 
J. T. Koelling, Kansas 
Kenneth L. Thompson, California 
Lawrence L. Vance, California
For Council member at large 
(Two-year term to fill vacancy)
David F. Linowes, New York
For Council member at large 
(One-year term to fill vacancy)
Louis M. Kessler, New York
For members of Council 
(Three-year term)
Clyde M. Sherwood, Alaska 
Kenneth W . Theis, Arkansas 
George E. Benson, California 
Brenton B. Bradford, California 
Donald T. Burns, California 
Kenneth S. Wood, California 
Earl R. Moore, Colorado 
Douglas C. Heaven, Connecticut 
Jack W . Lucas, Florida 
George E. Tornwall, Jr., Florida
A. Waldo Sowell, Georgia 
Howard K. Hiroki, Hawaii 
George R. Catlett, Illinois 
J. P. Goedert, Illinois 
Joseph E. Tansill, Illinois 
Robert E. Dick, Indiana 
William H. Donahue, Jr., Maine 
C. H. Hoffman, Maryland 
Howard E. Hansen, Massachusetts 
Everett M. Hawley, Jr., Michigan
B. Kenneth Sanden, Michigan 
Leonard A. Rapoport, Minnesota 
Roy G. Mosher, Missouri 
Anthony Gerharz, Jr., Montana 
Sheldon A. Bernstein, Nebraska 
W . Wayne Bunker, Nevada 
Dudley C. Tetro, New Hampshire 
John M. Delaney, New Jersey 
Joseph L. Roth, New Jersey 
Wilbur S. Squire, New Mexico 
Joseph L. Brock, New York 
Arthur J. Dixon, New York 
Frederick H. Kelley, Jr., New York 
Arthur Michaels, New York 
Murray L. Rachlin, New York 
Stanley B. Tunick, New York 
David Zack, New York
Dale W . Youngern, North Dakota
Frederick H. Roth, Ohio
John S. Schott, Ohio
G. Elliott Killian, Oklahoma
Maurice A. Webster, Jr., Pennsylvania
Harold C. Clark, Jr., South Carolina
Dale J. Gage, South Dakota
John S. Glenn, Jr., Tennessee
Paul N. Cheatham, Texas
Don C. Chorpening, Texas
Frank T. Rea, Texas
Glenn A. Welsch, Texas
Jordan B. Wolf, Texas
George M. Marrow, Vermont
C. Hunter Jones, Virginia 
Rudulph Ellis, Virgin Islands 
Henry V. Benson, Jr., Washington 
Willard H. Erwin, Jr., West Virginia 
R. Donald Hevey, Wisconsin
E. O. Davis, Jr., Wyoming
For members of Council
(Two-year term to fill vacancies)
Richard S. Helstein, New York 
Merrell W . Skeels, California
9For member of Council
(One-year term to fill vacancy)
Ross C. Cramer, Virginia 
The motion for election of the candidates 
named was put to a vote and carried, and the 
members were declared elected.
Election of committee on nominations
The chairman announced that the next order 
of business was the election of five members of 
the committee on nominations for the current 
year, stating that in accordance with the provision 
of the bylaws, the Council had elected Hilliard R. 
Giffen, California, and Walter R. Staub, New 
York, to serve on the nominating committee, the 
first named to serve as temporary chairman until
the committee elected a permanent chairman. 
The following members were nominated:
Harlan H. Holben, Colorado 
L. Ludwell Jones, Texas 
Emmett W . Kottke, Kentucky 
Kenneth S. Reames, Michigan 
George O. Sparks, Jr., Maryland
It was moved and seconded that the nomina­
tions be closed and that the secretary cast one 
ballot for the election of the candidates named. 
The motion carried, the ballot was cast and the 
members named were declared elected.
Adjournment
The meeting adjourned sine die at 11.45 a .m .
Text of annual meeting speech published in Congressional Record
The entire text of the speech on social devel­
opment and planning delivered by Joseph M. 
Goldsen, head of the Social Science Department 
of the Rand Corporation, at the Institute’s an­
nual meeting on September 27 has been reprinted 
in the Congressional Record for October 1 2 , 1967. 
(The speech is also referred to in Leonard M. 
Savoie’s column this issue.)
In introducing the speech into the Record 
Senator Walter F. Mondale (D-Minn.) noted 
that the paper, which was entitled "Thinking 
About Future Social Development,” "represents 
a constructive exploration of the 'future invent­
ing’ movement now widely discussed in both the
public and private sectors of our society . . . Mr. 
Goldsen also contends that sensible attempts at 
rational social development are required of every 
thoughtful citizen.”
The Senator calls attention to the fact that Mr. 
Goldsen summarizes "very effectively” the intent 
of the Full Opportunity and Social Accounting 
Act, S 843, on which hearings have been com­
pleted recently by the Government Research 
Subcommittee.
The speech is printed on pages S 14740 through 
14742 of the Congressional Record. (See also 
Nov. J o u r n a l  o f  A c c o u n t a n c y , Editors’ 
Notebook, p. 33.)
Auditape training slated
Haskins & Sells, which has agreed to provide 
training in the use of its Auditape System 
through the Institute’s Professional Develop­
ment Program, has scheduled dates for three 
seminars next month. They are:
• December 11-12, Hotel America, Thomas 
Circle, 14th & M St., N W , Washington, D.C.
• December 14-15, Chase-Park Plaza Hotel, 
212-220 N. Kingshighway, St. Louis, Mo.
• December 18-19, Del Webb’s Towne House, 
100 W . Clarendon, Phoenix, Arizona.
Registration may be made through the Insti­
tute’s professional development division at a fee 
of $125, which includes material for the study 
course, instruction, lunches and coffee breaks.
(See The CPA, July-August 1967, p. 7.)
Hints on meeting the press
The Institute’s public relations office has pre­
pared a booklet of hints to CPAs on how to 
handle newspaper interviews.
It is titled "W hat to Do When the Reporter 
Comes.” Free copies will be available to members 
through the AICPA order department by the end 
of the year.
Accountants are increasingly called upon by 
newspaper reporters and magazine writers to 
interpret aspects of business developments and 
to provide background on news of interest to 
stockholders. The booklet points out that poorly 
handled contacts with the press may produce no 
results at all, or even bad publicity. But success­
ful interviews can clarify complex issues and 
build favorable impressions.
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Fourth financial writers' seminar to be held in San Francisco
A regional financial writers’ seminar, spon­
sored by the Institute in co-operation with the 
California State Society, will be held in San Fran­
cisco December 7-8. The agenda will be pat­
terned after previous seminars in New York, 
Chicago and St. Louis.
Newspapermen from California, Oregon, 
Washington, Idaho, Montana, Colorado, Ne­
vada, Utah, Wyoming and Arizona will be in­
vited. A later seminar, to be held in Dallas in 
co-operation with the Texas State Society, will 
include reporters from newspapers in Texas, New 
Mexico, Arizona and Oklahoma.
AICPA President Marvin L. Stone will be 
moderator of the San Francisco seminar. Other 
participants will include Andrew Barr, chief ac­
countant, SEC; Leonard Savoie, executive vice 
president, AICPA; Robert Warner, president 
of the California Society of CPAs; Roy Wilhelm­
sen, president-elect of the Missouri Society of 
CPAs; and David Linowes, former AICPA vice 
president.
Topics to be discussed are: "Basic Concepts of 
the Accounting Function,” "Corporate Financial
Reporting,” "W hat to Look for in Annual Re­
ports” and "Generally Accepted Accounting 
Principles.”
Newsmen attending previous seminars have 
praised them for providing helpful information 
on the role of the accounting profession today 
and for the useful, informal exchanges with CPA 
panelists and participants. The sessions also have 
broadened acquaintances between financial writ­
ers and members of the profession.
Business league growing rapidly
In the six weeks that membership in 
the new Accounting Research Association 
has been open, more than 663 firms and 
individual practitioners and over 682 in­
dividuals from government, industry and 
education have enrolled.
Participation in the Association has pro­
duced over $204,850 in funds that will 
support the Institute’s expanding program 
of accounting research. The ARA has set an 
annual budget of about $375,000 to meet 
its research needs.
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Executive Committee acts on Florida litigation, corporate practice
At its meeting in New York on November 14, the AICPA Executive Com­
mittee endorsed the principles recommended in the report of the President’s 
Commission on Budget Concepts (see p. 4 ) ,  resolved to file an "amicus” brief 
with the U. S. Supreme Court regarding litigation in Florida (see p. 10), and 
authorized study of the problems involved in permitting the practice of profes­
sional accounting in corporate form.
The subcommittee on incorporation reported a number of serious ques­
tions requiring study in depth before a decision on permitting corporate prac­
tice could be reached. These questions were to be explored and reported on at 
the Committee’s next meeting.
The Executive Committee also:
• Authorized a $9,000 expenditure to cover the cost of a third national 
conference on state legislation, to be held in the fall of 1968.
• Interpreted requirements for listing in the AICPA firm directory (see 
box, p. 11).
• Received a report on the proposed modification of the Institute’s organ­
ization and procedures and approved the proposed new format of the spring 
Council meeting.
• Heard a report on the Toronto meeting of the International Study 
Group.
• Resolved to contribute $2,400 toward support of the Permanent Secre­
tariat o f the Inter-American Conference.
• Adopted a resolution to implement the new staff pension plan, which 
had earlier been approved in principle.
• Received a report on the growth, investments, and expenses of the Ac­
counting Research Association.
APB modifies tax and Omnibus Opinions
Meeting in New York Dec. 1-2 the Accounting Principles Board approved for 
formal ballot a modified draft Opinion on Accounting for Income Taxes. 
Omnibus Opinion-1967 ( J o f A  Oct. 67, p. 53) was also approved for ballot 
with two subjects omitted, and with the addition of a section which would 
temporarily suspend the convertible debenture provisions of Omnibus Opin­
ion-1966.
Under established APB procedure, the Institute staff has prepared 
formal ballot drafts based on discussion at the meeting, and these were sent 
to Board members by mail. If two-thirds vote in favor, ( Continued on page 10)
from  the P resid en t 
MARVIN L. STONE
As part of the research for his master’s thesis, 
a young man on our staff recently asked a number 
of businessmen how much they relied on financial 
statements in arriving at business decisions. The 
questioner was surprised to learn how little reli­
ance businessmen place on the financial state­
ments which accountants labor so long and hard 
to prepare. The overwhelming majority of re­
spondents indicated that financial statements 
were of little use in day-to-day decision making.
In my opinion, financial statements are not 
useful because they do not give the reader the 
information he needs in a manner he can under­
stand. Procrustes, an ancient Greek highwayman, 
tied his victims to an iron bed, stretching or cut­
ting off their legs to adapt them to its length. W e 
accountants are prone to follow a Procrustean 
philosophy when preparing financial statements. 
Too often, financial data are molded to fit the 
traditional pattern of the balance sheet and the 
income statement rather than vice versa.
A need for imagination
Accounting is a language. Optimum use of any 
language is an art. For an accountant to become 
a master of the art— an artist, not merely an ar­
tisan— requires not only skill but imagination. 
Most financial statements reveal little if any evi­
dence of imagination. As an art, accounting is 
still in its formative years. In relation to a modern 
painter before his canvas, today’s accountant is 
no more advanced than a caveman scratching 
crude symbols on a stone wall.
A painter attempts to portray what he per­
Editor: Mary Louise Holton
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ceives to those who will later view his canvas. He 
may also blend his emotions and prejudices into 
his painting in an attempt to convey something 
more than a photograph— to convey his interpre­
tation of what he sees, not just what he sees. The 
accountant attempts to portray what he sees in 
financial statements meaningful to a viewer. 
However, he is handicapped by the fact that his 
portrayal must necessarily take a form different 
from the original. He cannot merely transfer the 
visual image of a business entity to a piece of 
paper. It is as though the artist tried to convert 
an image into music rather than into a visual 
representation.
Debussy may have intended 'Clair de Lune” 
to convey an image of the moon to the listener. 
Yet the relationship of sounds and sights is so 
imperfect that most listeners would probably 
conjure up an image far different from the one 
Debussy intended to portray. The relationship 
of accounting data to the actual facts they are 
intended to represent is as much a mystery to the 
average reader. Numerical representation is sim­
ply not meaningful to very many people.
As accountants, we are trying to inform some­
one what has happened, what is the present posi­
tion, and perhaps what may reasonably be ex­
pected in the future. Unfortunately, financial 
statements do a poor job of conveying this infor­
mation. If most of our audience did not under­
stand French, we would not insist on preparing 
financial statements in that language without 
translation. Yet accountants continue to turn out 
financial statements in a language which is just
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3as unintelligible as French to the average reader, 
leaving him to sink or swim.
To make financial data more meaningful to 
non-accountants, preparers should make more 
and better use of written narrative, graphs, and 
other interpretive media. Since even the best writ­
ten report has limited communication effective­
ness, accountants should augment written re­
ports wherever possible with oral commentary 
and such visual aids as overhead projectors, mo­
tion pictures, and slides. Accounting reports 
should appeal to as many of the senses as pos­
sible. Perhaps the reproduction of a company’s 
financial statements on sandpaper would help 
convey the fact that the company had just finished 
a rough year. Or possibly the aroma of the ink
should tell the reader that everything is (or isn’t) 
coming up roses.
W e accountants should not consider ourselves 
to be high priests who speak in an arcane lan­
guage known only to one another. W e may speak 
the language of business to one another but our 
function is to interpret accounting data into the 
language of the reader. To do this, we must be­
come more imaginative, adept communicators.
Poetry and other sophisticated forms of lan­
guage evolved only when craftsmen began to add 
the ingredient of imagination to their writings. 
That same ingredient is sorely needed to raise the 
state of the accounting art to its proper position 
and to make accountants artists instead of arti­
sans.
A ll participating organizations approve report on accounting education
The "Report on Accreditation of Accounting 
Programs” has been approved by all four pro­
fessional associations represented on the Stand­
ing Committee on Accounting Education, which 
prepared the report.
The four participating organizations are the 
National Association of State Boards of Account­
ancy, the American Association of Collegiate 
Schools of Business, the American Accounting 
Association and the American Institute of Certi­
fied Public Accountants.
The standing committee made three major rec­
ommendations to assist state boards in evaluating 
collegiate accounting programs. They were that:
• Accreditation should not be based on spe­
cific course titles and semester hours.
• State boards and professional societies 
should work closely with existing accreditation 
organizations.
• No separate accrediting association for ac­
countancy should be formed.
"The (standing) committee reached these con­
clusions,” the report points out, "with the firm 
conviction that the responsibility of a board of 
accountancy was to determine whether candidates 
for the CPA examination met the educational 
requirements as set forth in the law of the state; 
that candidates from programs differing mark­
edly might meet these requirements; that means 
could be found to have the academic evaluations 
made by the academic community; and that the 
academic community was better able to make
this evaluation than were the state boards or pro­
fessional societies.”
In an effort to implement its recommendations, 
the standing committee asked that the National 
Association of State Boards of Accountancy rec­
ommend to its members "that they select Ameri­
can Association of Collegiate Schools of Business 
schools with which to co-operate, that they re­
quest the assistance of the schools, and that they 
accept the appraisals of the schools as determin­
ing the candidates’ status relative to the educa­
tional requirements of the CPA certificate.” 
Member schools of the AACSB were asked to 
co-operate with state boards of accountancy both 
in certifying their graduates and in appraising 
programs of graduates of non-AASCB schools.
In recommending that accreditation not be 
based on specific course titles and semester hours, 
the standing committee explained that such spec­
ification would "tend to freeze the curriculum 
into a rigid mold while the rapidly changing na­
ture of the profession requires flexibility and 
experimentation. . . . Further, the explicit stand­
ard tends to become a ceiling for excellence 
rather than the floor it is intended to be.”
The committee called on practicing CPAs "to 
take an active interest in college and university 
business school curricula” and urged that practi­
tioners should be consulted by the schools for 
opinions "to the end that the instruction of stu­
dents will be responsive to the present and antici­
pated needs of business and the profession.”
4Executive Committee supports recommendations to improve U. S. budget
The AICPA Executive Committee has urged 
that the "modern and progressive budget prin­
ciples” recommended by a special Presidential 
commission be adopted "at the earliest practical 
moment.”
The President’s Commission on Budget Con­
cepts last month published a report with a "major 
recommendation” that the federal budget be con­
solidated into a single, summary budget state­
ment.
In a statement sent to President Johnson sup­
porting the commission recommendations, the 
AICPA committee said:
"In this move toward one unified summary 
budget statement, there is a parallel in the pri­
vate sector where the AICPA has been working
toward improved corporate financial reporting 
through better disclosure standards and the elim­
ination of undesirable alternative accounting 
principles.
"The consistent use of the recommended 
budget statement would greatly improve public 
understanding of the federal budget,” the Execu­
tive Committee said, and added that the recom­
mendations for streamlining the federal budget 
might well find applicability in budgeting for 
state and local governments.
Robert M. Trueblood, former president of 
the AICPA, and Theodore O. Yntema, an Insti­
tute member, served on the budget commission, 
which was appointed by President Johnson last 
March.
AICPA joins life insurance industry in shaping standardized form
A standard form for the reporting of life in­
surance data has been made available for the 
profession, the AICPA auditing procedure com­
mittee announced. The form, which should bring 
uniformity to life insurance policy value report­
ing, was shaped in response to a long-felt need.
For more than three years, considerable effort 
has been expended by representatives of the Life 
Office Management Association, the Million 
Dollar Round Table of the National Association 
of Life Underwriters, and the AICPA to develop 
a standard confirmation inquiry form for life 
insurance policies.
The effort was triggered by the knowledge 
that independent auditors across the country 
were not receiving, nor their clients reporting 
in their financial statements, life insurance cash 
value information on the same basis.
This situation exists primarily because inde­
pendent auditors ask insurance companies for 
different information, based on individual knowl­
edge and understanding of the life insurance 
business, and insurance companies use different 
bases for their computations.
Accordingly, all parties agreed that a stand­
ardized inquiry form would conform the infor­
mation secured. The form would also give sub­
stantial uniformity to the basis of the cash sur­
render value presented in financial statements.
In addition, information would be easier for 
the CPA to obtain since insurance companies
would not be faced with a multitude of inquiries 
for diverse information.
"The Standard Confirmation Inquiry for Life 
Insurance Policies” is now available from the 
Institute at the following prices:
50 $2.00 400 $8.50
100 3.00 500 10.00
200 4.50 1,000 17.50
300 6.50 2,000 32.00
Publication of the forms with firm names im­
printed is not planned. Members discount does 
not apply.
PD course enrollment climbs
In a report to the AICPA Executive Commit­
tee, the professional development division has 
revealed that enrollment in September and Octo­
ber rose to more than 6,100, some 1,300 more 
than had been anticipated and an increase of 
2,400 over last year.
A workshop on corporate income tax returns 
and hospital accounting and Medicare audits 
accounted for the bulk of the increase.
The additional income from the higher enroll­
ment was offset, the division noted, by the higher 
costs of outside printing.
New equipment for the Institute duplicating 
department, authorized in the current budget, 
will expand productivity and result in savings.
A New Professional Development
Individual Study Program
An Auditor's Approach to 
Statistical Sampling
This series of programed learning texts offers CPAs and their profes­
sional staffs an opportunity to acquire — through self-study — a working 
knowledge of the basic concepts and practical techniques of statistical sam­
pling, a subject which is becoming more and more important to auditors.
Specially prepared for individual study, these texts virtually guarantee 
successful results by utilizing programed instruction methods which require 
the reader to absorb each point thoroughly before going on to the next. They 
stress the practical aspects of the subject while keeping theoretical considera­
tions to a minimum, thereby providing a quality of training which can be 
applied immediately in actual auditing situations.
No. 2: Sampling for Attributes
This new individual study program deals with a type of statistical sam­
pling that is now widely used in such auditing activities as transaction testing 
and evaluation of internal control.
Building on the basic concepts covered in the first text in the series 
(No. 1: An Introduction to Statistical Concepts and Estimation of Dollar 
Values) which is a recommended prerequisite, this programed learning text 
demonstrates the practical techniques of attribute sampling and their applica­
tion in auditing.
No time is spent on the mathematical theory, proofs and derivations 
which underlie the statistical tables and techniques presented. Instead, total 
emphasis is placed on teaching the auditor how to use attribute sampling 
techniques in actual auditing situations.
Working with specially-constructed examples of statistical sampling ap­
plications, the reader will learn how to determine the size of the sample . . . 
how to select the sample . . . and how to evaluate the results of the sample. 
The supplementary workbook will also serve as a useful on-the-job manual.
After completing the step-by-step study program in the manner clearly 
prescribed, the reader will be in an immediate position to handle field prob­
lems involving attribute sampling competently and without further instruc­
tion or study. List price $5.00
DISCOUNT PRICE TO AICPA MEMBERS— $4.00  
(Please use special order form on reverse side.)
TURN PAGE FOR A DESCRIPTION
OF THE EARLIER TEXT IN  THIS SERIES
Professional Development
Individual Study Program
AN AUDITOR’S APPROACH TO STATISTICAL SAMPLING 
No. 1: An Introduction to Statistical Concepts 
and Estimation of Dollar Values
The first programed learning text in this individual study series has been 
designed for CPAs and members of their professional staffs who have no statis­
tical background or who have had only an elementary course in statistics. It 
provides a basic understanding of certain statistical concepts and shows how 
the auditor may use unrestricted random sampling to estimate dollar values.
The self-study program, which also includes a supplementary workbook 
of worksheets and reference materials, covers the practical aspects of such 
subjects as specifying the sampling objectives . . .  basic random sampling pro­
cedure . . . selecting the preliminary sample . . . sample mean and standard 
deviation . . . standard error, precision and reliability . . . and determination 
of sample sizes — as they may be applied in actual auditing situations.
It is recommended that this introductory text be studied before going on 
to the study of Sampling for Attributes which is described on the front of this 
insert. List price $6.25.
DISCO UNT  PR ICE TO  AICPA MEMBERS— $ 5 .0 0
AICPA MEMBER DISCOUNT ORDER FORM
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, postpaid...............copies of your new Professional
Development Individual Study Text, S a m p l i n g  f o r  A t t r i b u t e s  (6011/02), 
at the special AICPA member discount price of $4.00 each. Payment is 
enclosed.
Also send. . .
_____ copies, No. 1: An Introduction to Statistical Concepts and Estimation
of Dollar Values (6011) at $5.00 each.
-------  special post binders for the series (6010) at $3.60 each.
m e m b e r ’s n a m e __________________ ________________________________________________________
FIR M _____________________________________________________________________________________ ___
( If part of mailing address)
ADDRESS__________________________________________________________________________________ __
CITY_______________________________ -_____________STATE_______________________ ZIP------------ —
(Please add 5 percent sales tax in New York City. Elsewhere in New 
York State, add 2 percent state tax plus local tax if applicable.)
New Publication Announcement
Management Services Technical Study No. 5:
Analysis for Purchase or 
Sale of a Business
CPAs are frequently called upon to assist clients in the purchase or sale 
of a business. To serve most effectively in this area, they must not only bring 
all of their analytical skills and judgment to bear on the particular situation in 
question, but may also be asked to provide important additional advisory 
services including those of finder and negotiator.
This new Management Services Technical Study will be of particular 
value to you since it considers all of the practical aspects of this important 
subject in depth and demonstrates how you may best help your clients bring 
this type of transaction to a successful conclusion.
Analysis for Purchase or Sale of a Business — This study describes in detail 
the various steps and analyses which the CPA should consider when helping 
clients evaluate the financial consequences of a proposed purchase or sale . . .  
determine a reasonable price . . . and negotiate from a position of strength.
Within the framework of real client situations, the study considers such 
important questions as —
What are the best ways to locate and approach potential buyers or sellers? 
What methods are commonly used to determine the value of a business? 
What kind of adjustments may be necessary in the financial statements 
used as a basis for discussion?
To what extent may the selling price be affected by the motivations of the 
buyer? The seller?
When is a cash settlement preferable to an exchange of stock?
The study includes text materials followed by detailed descriptions of 
specific cases and how they were actually handled. By following the self­
teaching methods outlined, you will make your own analyses, conclusions and 
recommendations and then compare them with those which were developed
— thereby acquiring a greater facility to handle this type of management 
service engagement in the future.
EARLIER STUDIES IN THIS SERIES
No. 1: Cost Analysis for Product Line Decisions 
No. 2: Cost Analysis for Pricing and Distribution Policies 
No. 3: Analysis for Expansion or Contraction of a Business 
No. 4: Analysis for Purchasing and Financing Productive Equipment
DISCOUNT PRICE TO AICPA MEMBERS — $2.40 EACH
(Please See Reverse Side)
MANAGEMENT SERVICES TECHNICAL STUDIES 
Earlier Studies Available
No. 1: Cost Analysis for Product Line Decisions — This introduction to pricing de­
cisions deals with cost behavior and prediction and examines some of the problems 
that arise in determining a useful measure of product costs. It demonstrates the 
major factors to be considered and show’s how analytical skills may be applied to 
identify cost and profit relationships even under obscure conditions.
No. 2: Cost Analysis for Pricing and Distribution Policies — This study describes 
and illustrates the various types of analyses which CPAs may be called upon to per­
form in the pricing area. It discusses some of the theoretical concepts that are 
applicable in dealing with pricing problems and demonstrates how these concepts 
may be used in actual business situations.
No. 3. Analysis for Expansion or Contraction of a Business — This study examines 
the many factors which must be analyzed and weighed before a decision is made 
to expand or contract a business. It emphasizes the importance of defining long-term 
strategy and evaluating management’s capabilities and it shows how the CPA may 
use his skills to determine what changes in revenues, costs and capital requirements 
will result under certain conditions.
No. 4: Analysis for Purchasing and Financing Productive Equipment — This study 
examines the various ways in which the CPA may use his knowledge to help clients 
carry out a well designed and well executed capital expenditure program. Recog­
nizing that such programs may involve substantial risk, the study emphasizes the 
importance of carefully analyzing cash flows and alternative methods of financing 
in order to make the best possible investment decisions and avoid those which may 
prove to be ill-conceived or poorly timed.
AICPA MEMBER DISCOUNT ORDER FORM
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlem en: Please send, p o s tp a id ............copies of A n a l y s is  f o r  P u r c h a s e
o r  Sa l e  o f  a  B u s in e s s  (0695) at $2.40.
m e m b e r ’s n a m e _ _______________________________________________________________________________
FIR M ________________________________________________________________________________________
( If part of mailing address)
ADDRESS____________________________________________________________________________________________
CITY______________________________________________ STATE_____________________________ZIP__________
Also send the following earlier studies at the discount prices shown . . .
_____  No. 1: Cost Analysis for Product Line Decisions (0691) at $2.40
_____  No. 2: Cost Analysis for Pricing and Distribution Policies (0692) at $2.40
_____  No. 3: Analysis for Expansion or Contraction of a Business (0693) at $2.40
_____  No. 4: Analysis for Purchasing & Financing Productive Equipment (0694) at $2.40
_____  Post Binder (0690) at $2.80
(Please add 5 percent sales tax in New York City. Elsewhere in New 
York State, and 2 percent state tax plus local tax if applicable.)
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The age of electronics was demonstrated at 
the AICPA’s second National Conference of 
Computer Users in New Orleans last month, 
when the 90 registrants were linked by telephone 
to a panel of research analysts in Philadelphia 
for a question-and-answer session on source data 
handling equipment.
The two-day conference also included demon­
strations of the latest source data equipment by 
five equipment manufacturers.
John Owens, organizing committee chairman; 
Gordon Davis, former AICPA computer con­
sultant; and Marvin L. Stone, AICPA president 
delivered talks.
Faculty members of the Graduate School of
Business Administration at Tulane University 
were panelists in a session devoted to ‘'Financial 
Simulation.”
In other conference activity, volunteers were 
sought to serve on subcommittees of the newly 
formed computer users committee. It is expected 
that the subcommittee members will undertake 
five study projects on problems confronting CPA 
firms offering, or contemplating offering com­
puter services.
The next conference was tentatively scheduled 
for late spring of 1968. W hile any AICPA mem­
ber is welcome, the sessions are designed pri­
marily for those who have in-house computers, 
have their own programs, or rent block time.
New MAP bulletins published
Management of an Accounting Practice Bul­
letin No. 23 came off the press last month and is 
available from the AICPA.
MAP 23, "Record Filing in Accounting Of­
fices,” grew out of an AICPA survey which found 
that most practitioners were not satisfied with 
their office filing systems.
As the introduction to MAP 23 points out, 
however, "not all firms are dissatisfied with their 
record keeping procedures.
"The burden of the 'paperwork monster’ has 
caused the larger accounting firms to attempt a 
solution to this problem during the earlier stages 
of their growth.
"Many smaller firms have determined the need 
for and adopted a well-designed set of filing 
procedures.”
But even the best of systems needs periodic 
review as circumstances change and new equip­
ment and procedures are introduced, MAP 23 
makes clear, and adds:
"Public accounting firms accumulate moun­
tains of paper: correspondence, working papers, 
reports, tax returns, memoranda, clients’ records 
and documents, the firm’s own records.
"In varying degrees, these papers are the fu­
ture sources of information. The question is . . . 
'How best can these papers be stored and, when 
the occasion arises, retrieved?’ ”
MAP 23 uses a case study approach to explore 
and contrast two filing methods. Case Study A is 
essentially alphabetic with a numeric system for
transfer files and Case Study B is numerical/ 
alphabetical system, with forms.
In the bulletin both case studies are sufficiently 
detailed to enable the reader to follow the flow 
of paper work through the filing system. The size 
of the firms in the case studies is not relevant, the 
MAP authors feel, and the "basic filing proce­
dures should be equally effective in the office of 
a sole practitioner as in a large multi-office opera­
tion.”
MAP No. 14 d, "Basic Financial Reporting for 
Accounting Firms,” which provides a basis for 
comparing a firm’s own income and expense fig­
ures with current composite data on other firms 
— tabulated by size and location of firm, is also 
available.
Savoie talks to women investors
Leonard M. Savoie, executive vice president 
of the AICPA, last month was among the speak­
ers at the Tenth Annual Woman Investor’s Clinic 
held at the Waldorf-Astoria Hotel in New York 
City.
Mr. Savoie explained the effect which recent 
APB Opinions should have on annual reports to 
stockholders for current fiscal years, and cau­
tioned his listeners about specific points to watch 
for.
The clinic was centered on the theme of re­
search for women charged with the management 
of money.
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the Opinions will have been formally adopted.
The Board voted to delete from the Income 
Tax Opinion exposure draft, which was sent to 
all AICPA members in September, the sections 
which would have provided a single method of 
accounting for the investment credit. Since nearly 
1,000 letters of comment were received, most of 
them centering on this section, the Board decided 
that it should have further study with the inten­
tion of issuing a separate Opinion on this subject 
in 1968. The remainder of the Tax Opinion deals 
with timing differences, and generally calls for 
tax deferral when appropriate.
The principal substantive changes in the expo­
sure draft of Omnibus Opinion-1967 were de­
letion of the sections which would have limited 
accounting for long-term construction contracts 
in most cases to the percentage-of-completion 
method, and of the sections (8  and 9 ) on non­
assumed debt.
The sections of Omnibus Opinion-1966 which 
would be suspended by the new Omnibus Opin­
ion deal with convertible debentures. The new 
section incorporates the substance of the expo­
sure draft of a separate statement (J o f A  Dec. 
67, p. 3) which provided that corporations which 
issued convertible debentures in 1966 may still 
follow the suspended paragraphs; alternatively, 
they would present two figures for earnings per 
share computed (a ) in accordance with Opinion 
No. 9, on the basis of shares outstanding during 
the period and (b ) on the assumption that all
conversions and contingent issuances had taken 
place. These computations would be described 
somewhat as follows, with disclosure of the bases 
of computation:
Earnings per share of common stock based 
on average shares outstanding during the 
period $0.00
based on the assumption of conversion of 
all outstanding convertible securities, etc.
$0.00
Although the 1966 Opinion had been exposed 
in the usual way without drawing extensive com­
ment on these sections, objections raised subse­
quently have led the Board to conclude that the 
subject should be restudied.
Ballots are to be returned by APB members 
within ten days of the time the revised Opinions 
are sent out. It is therefore expected that action 
on both will be completed before the end of 
December, and if they are approved, copies 
should be mailed to members in January.
In connection with deletion of the investment 
credit section from the Income Tax Opinion, 
Clifford V. Heimbucher, (Chairman of the Ac­
counting Principles Board, said "The Board 
agreed to withdraw the portion of the proposed 
Opinion relating to the investment credit, to con­
tinue to consider expeditiously all comments 
received and to proceed to study all possible solu­
tions to the problem with the expectation of issu­
ing an Opinion within one year.”
Rehearing of Florida case denied
Although the United States Supreme Court 
granted the Institute’s request for permission to 
file a brief as amicus curiae in support of a peti­
tion for rehearing the Mercer v. Hemmings case, 
the petition itself was denied.
A Florida Supreme Court decision upholding 
the State Board of Accountancy’s rules the effect 
of which is to prevent Price Waterhouse and 
other out-of-state firms from maintaining an 
office in the state is thus allowed to stand.
The Institute’s brief, submission of which was 
authorized by the executive committee at its 
meeting in November, dealt only with the na­
tional importance of the case, taking no position 
on the merits. Key paragraphs are as follows:
"Florida’s injunction against Price W ater­
house & Co. raises serious problems which re­
quire this Court’s resolution. Like every state, 
Florida has a legitimate concern about the qual­
ity of professional services provided in the state, 
be they legal, medical or accounting. But also 
involved in these appeals are important ques­
tions, concerning the flow of interstate com­
merce; the interests of investors; and the inter­
state character of practice in the accounting 
profession, which is necessarily different from 
that of law or medicine. . . .
"This is not the place to argue these ques­
tions. W e simply urge that the questions are so 
important that they should be resolved one way 
or the other by this Court.”
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New ruling on firm directory listings
The previous decision of the AICPA Execu­
tive Committee that a firm may be listed in 
the directory of Accounting Firms & Practi­
tioners only if all its U.S. partners are Insti­
tute members was interpreted by the Com­
mittee at its November 14 meeting to apply 
only to partners currently active in the firm 
practice.
AICPA delegates to Asian conference
The AICPA will send five delegates to the 
Fifth Conference of Asian and Pacific Account­
ants to be held in Wellington, New Zealand, 
February 13-20.
R. Kirk Batzer, Paul Garner and James Kobak 
will present papers during the conference. The 
other AICPA delegates will be John J. Deering 
and Frank Gunnip.
The New Zealand Society of Accountants, 
hosts for the conference, has scheduled the fol­
lowing subjects for the program:
• The Accountants’ Role in a Developing 
Economy
• Accounting as an Aid to Efficient Agri­
culture
• Improvement in Accounting Standards 
Throughout the World
• The Ethical Basis of the Profession
• Functions of Accounting Societies
• The Common Body of Knowledge Required 
of the Accountant in the Next Decade.
The conference will convene in Wellington for 
the first part of the program and then move to the 
University of Canterbury in Christchurch for the 
educational sessions.
AICPA literature award
The minutes of the annual meeting published 
in the November edition of The CPA failed to 
note that Thomas R. Dyckman of Cornell Univer­
sity was given an AICPA award for a distin­
guished contribution to accounting literature in 
1966. His article, "On the Effects of Earnings- 
Trend, Size and Inventory Valuation Procedures 
in Evaluating a Business Firm,” was published in 
Research in Accounting Measurement.
CPA film shown in commercial theaters
A revised version of the Institute’s educational 
film, Inc., has been having a run in commercial 
theaters in the Metropolitan New York area. 
It was prepared by Nova Studios, producers of 
Inc., and the examination division of the Insti­
tute. This is the first time that an Institute film 
has been shown in a planned series of bookings 
in commercial theaters.
Association Films, distributor of Inc., has 
booked the film in 70 theaters to reach a poten­
tial audience of 442,700. Recent showings have 
been on the bill with The Taming of the Shrew, 
the Shakespearean comedy with Elizabeth Taylor 
and Richard Burton.
The commercial theater version of Inc. was 
condensed from a longer treatment which is 
used as a visual aid in high school social studies 
courses ( The CPA, March 1967).
THE OPTIMISTIC 
ACCOUNTANT
CHRISTMAS SHOPS AT JENSEN'S—HER FRIENDS EXPECT HER TO BE WITTY AND ORIGINAL
Fifth Avenue recognizes the chic accountant . . . 
on her the eyeshades look good.
A leading specialty shop ran a full page ad in 
The New York Times and a window display at its 
Fifth Avenue location on “the optimistic accountant” 
as part of its series on successful professional people.
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Changing Times explains CPA services
"Maybe you need an accountant” said the 
headline in a national magazine last month. 
W hat followed was a 2,000-word article detail­
ing the work of a CPA.
The article in Changing Times, The Kiplinger 
Magazine, was prepared with the assistance of 
the AICPA public relations staff.
"Today,” says the article, "even an average in­
dividual with average problems often finds it 
profitable to seek accounting help.”
A similar article is scheduled for publication 
this month in Dental Management.
The public relations staff also contributed 
material for a piece on accounting which ap­
peared in C-Image, a magazine addressed to col­
lege students and recent college graduates.
In a round-up article, "W here the Jobs Are,” 
Stewart Schackne, Institute public relations coun­
sel, urged young people to investigate the 
rewards of a career in public accounting.
Readers of Changing Times seeking more in­
formation on accounting services were urged to 
write to AICPA headquarters. The Institute 
address was also to be included in a directory 
issue in January of Institute Magazine, a publica­
tion with 85,000 subscribers in the hospital and 
institutional supply field.
State society officers meet
The Second Annual State Society Planning 
Conference was scheduled to be held December 
10-12 in St. Louis. The conference was called 
with a twofold goal:
To brief state society presidents-elect on Insti­
tute activities and services which might be perti­
nent to their office and to assist in co-ordinating 
professional society activities for the coming year.
State society executive secretaries and their 
aides were also invited to the conference.
The projects for 1968 which are to be stressed 
by the societies are recruitment, public relations 
and professional development.
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